TREASURY AND POST OFFICE DEPARTMENTS 
APPROPRIATIONS, 1952 


THURSDAY, APRIL 26, 1951 


Unirep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10:30 a. m., pursuant to recess, in room 
F-37, the Capitol, Hon. Harley Kilgore (chairman of the subcom- 
mittee) presiding. 
Present: Senators Kilgore, Hayden, and Ecton. 


TREASURY DEPARTMENT 
BureEAvU OF THE Pustic Desr 


STATEMENTS OF E. L. KILBY, COMMISSIONER; R. A. HEFFEL- 
FINGER, DEPUTY COMMISSIONER; R. E. OBERG, ASSISTANT 
BUDGET OFFICER; AND W. L. JOHNSON, BUDGET OFFICER 


SALARIES AND EXPENSES, JUSTIFICATION 


Senator Kitcore. The subcommittee will come to order. 

This morning the committee will hear from Commissioner Kilby 
and associates, of the Public Debt Bureau. 

Before we proceed I will insert in the record the justification and 
other essential documents filed in support of the 1952 request for 
funds to administer the public debt. 

(The material referred to is as follows:) 


Standard classification schedule 


Increase (+) 
or de- Decrease 
crease (—), (—), bill 
1952 esti- compared 
mate com- with esti- 
pared with | mate 
1951 


Amount 

Estimate Estimate recom- 
1951 | 1952 mended by 

House 


Standard classification 


Personal services: 
Departmental . ; 781, 520 382 | $13, 993, 382 , 862 
Field 3, 277, 034 3, 175, 53 3, 057, 530 —101, 504 
Total : , 058, 554 ‘ 912 7, 050, 912 +-67, 358 
Travel... 452, 223 723 415, 923 | —35, 500 
Transportation of things 155, 816 905 170, 905 +15, O89 
Communication services ; 165, 816 , 116 155, 616 —4, 700 
Rents and utility services... as , 068, 013 578, 189 523,189 | —489,824 
Printing and reproduction: 
Engraving and printing ao oe , 132, 432 3, 4109 3, 005, 409 +872, 977 
Other a : ae | 863, 456 | 461 809, 461 —53, 995 
Other contractual services ; 581, 359 | 739 470, 139 —108, 620 —2, 600 
Services performed by other agencies 22, 432, 345 24, 831, 120 22, 522,020 | +2, 398, 775 2, 309, 100 
Supplies and materials 7 458, 651 3, 886 407, 386 —14, 765 — 36, 500 
Equipment... . we 147, 335 | 540 98, 040 —44, 795 —4, 500 
Total obligations. - ‘ 46,516,000 | 49, 000 | 45,629,000 | +2, 602, 000 3, 489, 000 
Transfer to post office a. ; 3, 734, 000 3, 782, 000 3, 371, 000 +48, 000 —411, 000 


Total appropriation or estimate__| ! 50,250,000 | 52, 000 | 2 49,000,000 | +2, 650, 000 3, 900, 000 


1 Excludes $255,000 reserved under sec. 1214, General Appropriation Act, 1951. 
2 House committee recommended $50,000,000, 
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BUREAU OF THE PUBLIC DEBT 
ADMINISTERING THE Pusiic Dest 
(Estimate 1952, $52,900,000; 1951 act ,$50,505,000) 
(House hearings, p. 284) 

(Bill p. 2, line 21) 

AMENDMENT REQUESTED 


Page 3, line, strike out “$49,000,000” and insert in lieu thereof ‘$52,900,000 — 
the estimate. 
HOUSE ACTION 


H. R. 3282 providing funds for the operations of the Treasury Department for 
1952, as passed by the House, provided $49,000,000 under the head ‘‘Administer- 
ing the Public Debt.”’ This amount is $3,900,000 less than the estimate submitted 
to Congress. . 

The report of the Treasury-Post Office Subcommittee recommended a reduction 
of $2,900,000. The comments contained in their report on the bill are as follows: 

“The committee recommends a reduction of $2,900,000 from the budget esti- 
mates for the Bureau of the Public Debt and the amount recommended for 1952 
is only $250,000 less than the amount appropriated for this Bureau in 1951 after 
a reduction of $255,000 under section 1214. 

“The $50,000,000 recommended in the bill is $673,502 more than the appropria- 
tion base for 1952 and should be sufficient to take care of the Bureau’s increase in 
workload related to the promotion of the sale of savings bonds, and the issuance, 
servicing, and retirement of savings bonds and other Treasury securities. 7 

“The committee was not convinced that there was any justification for increas- 
ing the funds for the Bureau’s activity for the ‘Issuance, servicing, and retirement 
of savings bonds’ by anywhere near the amount of $3,251,654 which was requested 
in the budget estimate. Evidence was submitted to the committee during the 
hearings that the volume of work estimated for this activity during the present 
fiscal year was not as great as anticipated, and that savings of $179,000 in addi- 
tion to the $421,000 reported in the justifications could be realized during 1951. 

‘““As a consequence the committee does not believe that this Bureau would be 
justified in employing much if any additional personnel in 1952. 

“The Commissioner of the Bureau testified that ‘the Korean situation caused a 
rather sharp flurry of redemption, but that it reached its peak late last summer 
and that redemptions have gradually declined from that point and have now 
leveled off. 

“The committee was impressed with the accomplishments during the past few 
months in the Treasury Department’s payroll-savings stimulation plan. It 
was stated during the hearings that many large and nationally known corpora- 
tions are increasing savings-bond participation among their employees to a very 
significant degree. The number of employees in the payroll-savings plan in these 
corporations has increased from an average of about 20 percent to as high as 83 
percent participation in one corporation. The committee believes that this 
type of savings-bond promotion is not only very effective but can be carried on 
at little cost to the Treasury Department and for that reason is the type of pro- 
gram that should be encouraged as much as possible.” 


JUSTIFICATION 


An estimate of $52,900,000 was submitted to the House for expenditure under 
this appropriation item. The processing of savings bonds constitutes the major 
workload under the appropriation. The funds requested would permit the proc- 
essing of 89,100,000 issues and 98,900,000 retirements. Trends and financing 
plans of the Department well support these workload figures. Appropriation of 
the full amount estimated for the fiscal year 1952 is, therefore, necessary if 
functions are to be performed without material curtailment of service or the 
development of serious work arrearages, particularly in operations conducted 
directly by the Bureau of the Public Debt. In this connection, it should be noted 
that the Bureau of the Public Debt has no control over the items constituting its 
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major workload, since the public is completely free to purchase and redeem savings 
bonds at any time. 

As the Secretary has indicated, one of the greatest threats to our economy is 
mounting inflationary pressures. Increased incomes are being generated as the 
defense program gets underway. Yet many consumer goods are in shorter supply. 
Unless people are encouraged to place the highest portion possible of these in- 
creased incomes after taxes into savings, and to hold instead of cashing their 
invested savings, these inflationary tendencies will continue. 


BOND SALES PROMOTIONAL PROGRAM 


In view of these considerations, the Department is expanding the promotion of 
the sale of United States savings bonds, a major phase of which is the payroll- 
savings plan. By December 31, 1951, it is expected that the number of partici- 
pants in the plan will have doubled. Continuing efforts will be made thereafter 
to further increase the number participating in the plan. This accelerated sales 
promotional program will increase the number of savings bonds issued very 
materially. The program, plus the normal inclination of the public to purchase 
savings bonds in times of national emergency, will probably result in the issuance 
of bonds in greater numbers than estimated by the Bureau of the Public Debt in 
determining its workload for the fiscal year 1952. In the face of the Treasury’s 
plans to expand the sale of savings bonds, it would appear inexpedient to reduce 
the funds under this appropriation item to a point where the Bureau of the Public 
Debt would be able to furnish only a substandard service to the millions of people 
investing in the bonds. The reduction of $3,900,000 made by the House would, 
however, make this necessary. 


EFFECT OF HOUSE REDUCTION 


If the reduction of $3,900,000 is not restored, it would be impossible for the 
Bureau of the Public Debt to establish the record of savings-bonds holdings either 
within a reasonable time after issue or in an efficient and economical manner since 
it would result in a reduction of some 400 employees. Functions performed by 
related offices, such as the Federal Reserve banks and post offices, would be 
similarly hampered. Work arrearages would develop which would make day-to- 
day operations more expensive and less efficient. The arrearages will eventually 
have to be cleared and funds to do so will have to be appropriated at some time. 
The public would suffer because of the existence of these arrearages and the lack 
of a current file reflecting their bond holdings. Persons who lost their bonds or 
had them stolen and were in need of cash would be unable to obtain the issuance 
of duplicate bonds in a timely manner, in view of the uncurrent condition of the 
holdings file. The continued inability on the part of the Bureau of the Public 
Debt to render the kind of service which the public has been accustomed to 
receive and to which it is entitled would seriously impair the Treasury’s savings 
bonds program and raise serious questions regarding the integrity of the public 
debt. 

For the reasons set forth above, it is requested that the reduction of $3,900,000 
made in this appropriation item by the House be restored and that the full amount 
of the estimate, namely, $52,900,000, be made available for expenditure during 
the fiscal year 1952. 
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Analysis of appropriation base for fiscal year 1952 


Regular appropriation, 1951 act (less Public Law 759, sec. 1214 


PORNO SAPO) oss ~ cick bs oweden ls Nb ewes ote ls $50, 250, 000 

Supplemental appropriation for 1951_....--..-....------------- 0 

Ries MUONON, F984. oon. - eo te. Sood ce es ced 50, 250, 000 
Reductions: 


Issuance, servicing, and retirement of savings bonds. $942, 681 
Issuance, servicing, and retirement of other Trea- 

sury securities_-__------ att 134, 681 
Verification and destruction of unfit U nited States 


WENN Y oe St SSeS a se 253, 644 
Maintenance and audit of public debt accounts____ 2, 591 
Promotion of the sale of savings bonds-_-__._.--_-- 181, 051 
Executive direction... ....2 2.2. F lacg atete biee 1, 454 
Bou wemunmune: SOS oo se oes ot, eae ‘. 516, 102 
Additions: 
Issuance, servicing, and retirement of savings bonds. 280, 200 
Issuance, servicing, and retirement of other Trea- 
il CRIN oe eee Cae ee Be Caeeu Bac 221, 654 
Verification and destruction of unfit United States 
NET oot orale ates Saks PARAM eass ete 90, 746 
Total additions__---- pee ctw ee books 592, 600 
Adjustment in base (ne Rees hae aaa — 923, 502 
Appropriation base for 1952____- esa Se Le oes et ae? 49, 326, 498 
Appropriation estimate for 1952- - - Sia antec ee ene las Seana 52, 900, 000 
Increase over appropriation base for 1952_.....-..-------- 3, 573, 502 


Increase from total appropriation, 1951_.._.._.._.--------- 2, 650, 000 


Comparison of appropriation base with appropriation estimate for 1952 





| Appropriation base | Appropriation esti- Increase or 

| for 1952 mate for 1952 decrease 
Activity eet 

| Average Average Average 

| positions Amount positions Amount positions Amount 








all Sa rape ti Sat aca cece es feo le hth ol ost 


1. Issuance, servicing, and retirement of 
savings bonds 


3, 083. 3 $35, 232, 646 3, 253. 4 |$38, 484, 300 170.1 | $3, 251, 654 


2. Issuance, servicing, and retirement of | 
other Treasury securities 7 | 962.6 7, 175, 229 962. 6 FS Ge Nenspanes 220, 971 
3. Verification and destruction of unfit 
United States currency. ; 181.0 667, 256 181.0 670, 700 |......- ‘ 3, 444 
4. Maintenance and audit “of ‘public } 
debt accounts -. | 269.6 972, 480 275.4 997, 900 5.8 25, 420 
5. Promotion of the sale of s: ivings bonds | 669.0] 4,805, 541 669.0 4, 867,600 |..._.- ; 62, 059 
6. Executive direction ..--- a 88.0 | 473, 346 | 88. 0 463, 300 j.......-. 9, 954 
Increase over eee | | 
base ___- 5, 253.5 | 49,326,498 | 5,429.4 | 52, 900, 000 175.9 | 3,573,502 


Adjustment in base (net) _- . | +101. 5 | +923, 603 7.:.;. eS —101.5 —923, 502 


' 





Total, appropriation 1951, and | 
appropriation estimate for | | 
1952_- s3 5, 355.0 | 50, 250,000 | 5,429.4 | 52, 900, 000 74.4 |+-2, 650, 000 

| 











GENERAL STATEMENT 


This appropriation provides the operating expenses of the Bureau of the Public 
Debt for the conduct of its responsibilities in connection with the issuance and 
retirement of Government securities, together with service on the outstanding 
debt provided the holders through the functioning of authorized transactions 
therein, the maintenance of public debt accounts, the payment of interest, the 
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adjudication of claims for replacements of securities lost, stolen, mutiliated, 
destroyed, and the audit and recording of those retired. The appropriation an 

srovides operating funds for the promotional activities for the sale of United 

States savings bonds conducted by the United States Savings Bonds Division, 
and for the development of data by the Office of the Technical Staff for the use 
of the Secretary in determining financing requirements. The workload volume 
estimates on which the appropriation request is prepared were based on pre- 
Korean conditions. 

ADJUSTMENTS IN 1952 BASE 


The appropriation for the fiscal year ‘1951 provided funds in the amount of 
$50,505,000 under this title. In arriving at the base for the fiscal year 1952, 
$255,000 has been set up as a budgetary reserve in accordance with the provisions 
of section 1214, Public Law 759. An additional $421,000 is estimated to be saved 
in 1951 and has been set aside as a voluntary reserve and deducted as a nonre- 
curring item in arriving at the base for 1952. This savings is brought about 
through management improvements and adjustments in work volume estimates. 
Some of the management improvements which have been effected since the esti- 
mates for 1951 were submitted a year ago are (1) the closing of the Los Angeles 
regional office, saving $150,000 on an annual basis; (2) transfer of the functions 
of the Division of Paper Custody under Reorganization Plan No. 26 to the Bureau 
of Engraving and Printing, saving $72,000 in 1951; (3) the discontinuance of 
preparation of duplicate copies of arranged bond serial number listings, saving 
$13,900 per annum; and (4) the elimination of the preparation of statistical data 
relative to the payroll savings plan, saving $50,000 per annum. The remaining 
$135,100 is attributable to minor management improvements and decreases in 
various estimated workloads. 

Further reductions, amounting to $1,095,102, for items of expenses in 1951 
which will not recur in 1952 have been made, as follows: 


Adoption of electronic methods to count redeemed unfit United 

States currency od ‘ $253, 644 
Assumption by the General Services Administration of the cost of 

rented space, utilities, and maintenance ____- 630, 777 
Nonrecurring equipment requirements and reductions of other 

objects of expenditure 50, 078 
Elimination of surcharges on purchases functioned through the 

General Services Administration - J Pe atarwras 6, 892 
Decrease in utilization of personnel on an overtime basis__._____- 21, 950 
Decreased volume of Armed Forces leave bond redemption fees__ - 86, 092 
Personnel savings resulting from minor workload reductions 45, 669 


SOR 5 -s SLS 3 3.33316 1G 


As an offset to the above savings in the base, increased requirements are neces- 
sary for the following purposes. Due to the conversion of the Bureau of Engrav- 
ing and Printing to a business-type budget for the fiscal vear 1952, the Bureau of 
the Public Debt will be charged for the following services and materials which 
previously have been furnished at no cost to the appropriation: 


Printing of interest checks- ---.---.------ é scwncasey SSR Se 
Incineration of redeemed currency - 24, 000 
Maintenance of space occupied in the Bureau of Engraving and Print- 

ing Annex- ---- Bia Laois PES oc alt eee 
Distinctive paper for United States securities ES 272, 326 


Beek bnecdaine bs . ee : 592, 600 
EXPLANATION OF ESTIMATES BY ACTIVITY 


1, Issuance, servicing, and retirement of United States savings bonds (increase 
$3,251,654 

During the fiscal year 1950 approximately 66,000,000 savings bonds of the 
series E, F, and G were sold through the facilities of the Tres usury Department, 
the Post Office Department, the Federal Reserve banks, and qualified issuing 
agents. The estimate of such issues during the fiscal year 1951 is 68.2 million 
pieces. Additional issues as a result of servicing the public through the medium 
of claims transactions, exchanges and reissues, totaled some 2.9 million pieces in 
1950 and the same total is extended for the fiscal year 1951. The redemptions of 
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United States savings bonds during the fiscal year 1950 totaled 80.8 million pieces 
and are estimated at 79.2 million pieces in 1951. 

The estimated program for the fiscal year 1952 consists of the sale of 86.2 million 
pieces of ali series, and the additional issue of 2.9 million pieces through the service 


transactions. 


ments on other transactions at 4.7 million. 


Summary by objective class of activity 1 


Object 


Personal services_-__- 
TN i a a 
Transportation of things -- 
Communication services... ._- 
Rents and utility services... __- 
Printing and reproduction. -_- 
Other contractual services. - . - 
Services performed by other agencies 


Equipment... _- 


Federal Reserve bank reimbursements. - 


Post Office transfer 


Activity totals........... 


-| 2,089, 720 | 





| 
| Appropria- 


jtion base, 1952! 


$9, 363, 207 
7,417 


| 
j 
| 
i 


Bad, 62, 951 | 


| 50, 495 
484, 815 


23, 475 
37, 891 
320, 031 
41, 057 








Estimate, 
1952 





$9, 880, 939 
7,417 

81, 040 

50, 495 
505, 072 

2, 541, 681 
23, 855 

37, 891 
333, 304 
41, 057 

21, 199, 549 
782, 000 
38, 484, 300 | 

| 





The redemptions are estimated at 94.2 million pieces and retire- 


Increase 


2, 181, 962 
48, 000 


3, 251, 654 





Transfer to the Post Office Department (activity one—increase $48,000).—United 
States savings bonds and stamps are sold through the facilities of the Post Office 


Department and bonds are also certified for payment prior to redemption, 


The 


quantities and unit costs, developed by that Department, are reflected in the 


following table: 





Bond sales: 
Pieces 
Each 
Cost 

Stamp sales: 

Pieces 7 
OS a 
ies 

Bond certifications: 
Pieces 


Total cost oil 
Unobligated balance -- 


Tete ...2.3.. 


1 Base for 1952. 
2 Increase. 


1950 





6, 226, 808 
$0. 52847 
$3, 290, 653 


--| 55,725, 961 


$0. 01190 


485, 734 


$24, 287 


$663, 055 | 





} 1951 1952 
' ; 
aoe a 7 + 
| 6,099, 200 6, 194, 500 
| $0. 50549 $0. 50549 
| $3, 083, 000 $3, 131, 000 
| 55, 000, 000 55, 000, 000 
$0.01143 $0. 01143 
$629, 000 $629, 000 
440, 000 438, 000 
$0. 05 $0. 05 $0. 05 
$22, 000 $22, 000 
$3, 977,995 | 1 $3,734,000 $3, 782, 000 
146,005 |..._.. emis 2 $48,000 


' 
} 
| 
} 
| 
| 
} 
| 


4, 124, 000 





Number of United States savings bond and stamp sales, and bond certifications, 


July 


Fiscal year 1951 


July 

August 
September-- 
October 
November 
December. - 
January - -- 
February. 
March 


Total 


1 Unaudited. 


1 to Mar. 31, 


1951 


Bond sales 


462, 23 





| Stamp sales | 


676, 
556, 
878, 
§, 027, 225 
055, 522 
412, 4: 

110, 


392, 


390 
681 


Sor wnwp 


sao-rw 





> 


}, 745, 759 


636, 007 | 


265 | 


| Bond 
| certifications 


38, 490 
40, 384 
32, 668 
34, 358 
32, 414 
| 30, 844 

32, 218 
} 29, 528 
32,114 


303, 018 
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2. Issuance, servicing, and retirement of other Treasury securities (increase $220,971) 

During the fiscal year 1950 approximately 2,376,000 pieces of regular Treasury 
securities were issued, of which some 1,321,000 pieces were original issues and 
1,055,000 were issued on exchange transactions. Slightly over 2,000,000 pieces 
were redeemed and 1,066,000 pieces were retired on other transactions. In 1951 
issues on original sale are estimated at 2,000,000 pieces, and exchanges at 1,100,000. 
Redemptions are estimated at 3,000,000 pieces, including Armed Forces leave 
bonds, and retirements on exchange transactions are estimated at 1,100,000 
pieces. 

An increase in issues is anticipated for 1952 due to heavier maturities of regular 
Treasury issues, and such issues are estimated at 2,500,000 pieces. Redemptions 
of 2,800,000 pieces are estimated, including 300,000 Armed Forces leave bonds. 
No change in the volume of exchanges is anticipated. 


Summary by objective class of activity 2 


Appropria- | points | 
Object | tion base, Es —— ’ | Increase 
1952 | one 


Personal services............- Sica ik dae $3,135,175 | $3,159,315 | $24, 140 
Travel Nalinats ; 7 3, 160 3 t 
Transportation of things endiat . 1 | 9, 767 | 9, 767 
Communication services._........-.- a . ete | 17, 008 17, 008 
Rents and utility services _. ‘ hore ee 56, 867 | 56, 867 ii 
Printing and reproduction estes ‘ | 498, 159 625, 860 127, 701 
Other contractual services ‘ wad 3, 158 3, 158 
Services performed by other agencies 170, 895 , 895 
Supplies and materials.................--- desig qnsltiehiiel 21, 122 | 21, 122 
Equipment | 24, 597 24, 597 | 


Federal Reserve bank reimbursements... ._._- | 3, 235, 32 3,304,451} 69, 130 


Activity total cada ien ee 7,175,229 | 7,396, 200 220, 971 


8. Verification and destruction of unfit United States currency (increase $3,444) 
The workload on this activity for the fiscal year 1950 totaled 1,404,384,000 
half notes of which 69,848,000 were carried over from the preceding fiscal year. 
A total of 1,328,780,000 pieces were audited and destroyed, leaving a balance of 
75,604,000 on hand. It is estimated that an additional 1,463,892,000 pieces will 
be received during the fiscal year 1951, making a total workload of 1,539,496,000 
pieces of which 1,438,892,000 pieces will be audited and destroyed. The workload 
for the fiscal year 1952 will consist of 1,524,764,000 pieces, including 100,604,000 
carry-over from the preceding year, of which 1,434,160,000 will be audited and 
destroyed, leaving a balance on hand at the close of the year of 90,604,000 pieces. 
Electronic counters.—In this activity a considerable savings is expected to be 
accomplished through the use of electronic counters to be used in lieu of manual 
counting of the $1 certificates only. The machines are expected to replace 
approximately 90 employees who have been engaged in the manual verification of 
the package contents. It will be necessary, however, to use personal services to 
operate the machines, audit currency of the other denominations, and verify 
error packages from the machines. 


Summary by objective class of activity 3 


Appropria- 
Object tion base 
1952 


Estimate 
1952 


Personal services ; ; ; $528, 901 $532, 345 | 
Transportation of things 5 3, 308 rr 
Communication services a eae 335 335 | 

Rents and utility services 39 39 

Printing and reproduction i ; sone 1, 392 1, 392 | 

Other contractual services ‘ 5S Se 
Services performed by other agencies 125, 923 125, 923 | 
Supplies and materials e ; 6,411 | 6,411 | 
Equipment. ._- sande amet ‘ kndbatesbate B89 | SO 


Activity total ‘ arava ‘ 667, 256 670, 700 
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4. Maintenance and audit of public debt accounts (increase $25,420) 


This activity is conducted by the Division of Public Debt Accounts and Audit 
in the Washington and Chicago offices of the Bureau. It maintains adminis- 
trative control accounts over all security transactions with which the Bureau of 
the Public Debt is charged and over related transactions conducted by the 
Treasurer of the United States and by the Federal Reserve banks acting as fiscal 
agents for the United States. Accounts are maintained over trasactions in dis- 
tinctive paper and nondistinctive paper used in printing securities, currency, and 
stamps. It also makes administrative audits of transactions so conducted and 
the securities involved. It maintains control accounts over reserve stocks of 
currency, and conducts administrative audits of such stocks, cash balances in 
the several divisions of the Treasurer’s office, and collateral securities held in 
trust by the Treasurer. Control accounts are also maintained over engraved 
plates used by the Bureau of Engraving and Printing, and an audit of the plates 
is made annually. The budgetary requirements of this activity are not subject 
to the fluctuations experienced in the other activities of the Bureau where require- 
ments may be evaluated on the basis of quantities of securities to be issued or 
retired, or services to be performed. They remain fairly constant from year to 
year as to the employees required to function the duties with which the Division 
is charged, with the exception of the audit of savings bond stubs in the Chicago 
office. 

Summary by objective class of activity 4 





| 
Appropria- | > 
Object | tion base — Increase 
1952 = 
ininane ara 55 oo 2 5 aids mamanabedunes $932, 066 $955, 672 1 $23, 606 
I el Bde ak te te ceek ol Sdgstidactie pack sts bene’ 710 | RM Finis sates tk 
RR III, coh, Se atc oe cn cien de cconeniieanannn | 166 | ee eee 
Ie oe So es srtagosbianscouadioiiee | 3, 821 TE i a 
Rents and utility services_................--- ongeerteel 8, 282 | 8, 282 sional éueinaies 
ee ek cwacaceacccacumesupencmemna~al 14, 218 | Fae 4k tab ieWeaines 
Other contractual services. -___-. Scckmtealdil celine ceakied 1, 946 BPM skin auch cnces 
Services performed by other agencies__--_- a aa | 132 | (ry 
Supplies and materials_________- ee. Fae eeu mad 5,358 | OU Ted hinirsnxs i 
Mune SG ribA at oe ee eT Sank ae gt 5, 781 | 7, 595 1, 814 
MRERE SS Seger d cee ot fe Sr | 972, 480 | 7,900 25, 420 


1 The increase of $23,606 for ‘‘Personal services’’ includes 5.8 man-years of service to function additional 
workloads in the Chicago office, $3,629 for pay in excess of the 52-week base, and $4,954 for within-grade 
promotions required by law. 


5. Promotion of the sale of savings bonds (increase $62,059) 

The United States Savings Bonds Division is responsible for promoting the sale 
of United States savings bonds and stamps to the public. It is the policy of the 
Treasury Department to promote sales for the following réasons: 

1. To maintain a wide distribution of the national debt. 

2. To sell savings bonds to the public in amounts that will insofar as 
possible offset maturities and redemptions and consequently lessen the need 
for refunding other Treasury issues. 

3. To aid in relieving inflationary pressures. 

4. To provide regular, safe, and practical means of saving for millions of 
individuals through the payroll savings and bond-a-month plans. 

5. To provide farm families with an opportunity to build the safest form of 
financial reserves and the kind that will always be readily available when 
needed. 

6. To further the habit of thrift among the American people. 

In achieving its objectives the United States Savings Bonds Division will con- 
tinue to rely primarily on volunteers and contributions with an absolute minimum 
expenditure of Government funds. The funds requested in the amount of $4,867,- 
600 will permit the Division to maintain continuous promotion of the systematic 
savings plans throughout the fiscal year and to conduct two accelerated promo- 
tions, the first an accelerated specialized promotion in the fall, directed to the farm 
and payroll markets, and the second an intensive national promotion in the spring, 
directed to all markets. 
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Fiscal year 


1941-45 } 
1946 
1947 
1948 
1949 
1950_ 


Total. ... 


1 Sales of series E, F, and G bonds commenced May 1, 1941. 


Sales by fiscal years 


[At issue price in thousands of dollars] 


j 
| Series E 


373, 752 
, 738, 877 | 
, 287, 339 | 
4, 026, 051 | 
, 278, 
3, 992, § 


58, 697, 360 


$2, 740, 
407, 
359, 
301, 

. 570 


231, 


SSO 
295 
665 


472 
i“ 


4, 512, 


185 | 
327 


928 | 


Series G 


$10, 720, 038 
2, 465, 436 
2, 560, 752 
1, 907, 440 
2, 389, 951 
1, 448, 


§30 | 


21, 492, 147 | 


| Total series 


E, F,G 


$48, 834, 
611, 


, 207 


675 
608 


» foe 
, 234, 676 
, 140, 991 
, 672, 727 
, 702, 434 


2? Savings bonds sales during fiscal year 1949 included $1,126,000,000 series F and G bonds sold during 
the ‘‘special offering’’ to certain institutional investors (July 1-15, 1948), when the $100,000 annual limit 
on these series was raised to $1,000,000 for certain classes of investors. 


This activity also includes the Division of Savings Bonds in the Chicago office 
of the Bureau of the Public Debt, which is engaged in the receipt, custody, and 
distribution of sales promotion literature and the maintenance of a regular 
purchase plan for investors in savings bonds of series E, F, and G. 


Summary by objective class of activity 5 


Object 





Communication services 
Rents and utility services... _. 
Printing and reproduction -- 
Other contractual services 


Services performed by other agencies 


Supplies and materials___-- 
Equipment 


Activity totals 





Appropria- 
tion base 
1952 


$3, 085, 142 | 
400, 116 
76, 508 | 
88, 823 | 
7,823 | 
628, 850 | 
432, 505 | 
2, 200 | 
887 
687 


65, 


17, 


4, 805, 541 | 


Estimate 
1952 


$3, 138, 336 | 


400, 116 


76, 508 |...- 


Increase 


1 $53, 194 


88, 823 | 


7, 823 
628, 850 
432, 505 

2, 200 

65, 887 
26, 552 


4, 867, 600 | 


&, 865 


62, 059 


1 The increase of $53,194 includes $11,732 to provide for pay of 1 day in excess of the 52-week base, and 
$41,462 to cover the cost of automatic promotions required by law. 


6. Executive direction (increase $9,954) 
This activity includes the staff of the Commissioner of the Public Debt per- 


forming over-all administration of the Bureau activities; preparing documents 
incident to new offerings to the public; directing the handling of subscriptions 
and allotments of securities issued; and establishing policies and supervision 
over the operations of the Bureau. Also included are the services of the technical 
staff which prepares material needed by the Secretary in the field of Federal 


governmental financing and management of the public debt. 


Object 


Personal services_- 

Travel... ; ‘ 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 


Summary by objective class 


Services performed by other agencies 


Supplies and materials... _- 
Equipment 


Activity tdtal 





| 
} 


| tion base 1952 | 


Appropria- 


$449, 351 
5, 320 
116 
634 
106 

2, 869 | 

,217 
79 | 

, 804 

, 850 

3, 346 


| 
| 
| 
| 
| 


Estimate 
1952 


$459, 305 
5, 320 
116 

634 

106 

2, 869 

, 217 

79 

, 804 

, 850 


483, 300 


Increase 


1 $9, 954 


9, 954 


1 The increase of $9,954 reflected for this activity consists of $8,126 for within-grade promotions required by 
law, and $1,828 for 1 day’s pay in excess of the 52-week base. 


81916—51——-30 
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AMOUNT REQUESTED 


Senator Kitgore. The 1952 budget estimate was $52,900,000. 
The House recommended $49,000,000 a reduction of $3,900, 000, of 
which $2,900,000 was made by the House committee and $1,000,000 
was adopted by floor amendment. 


HOUSE REDUCTION 


I understand you are requesting restoration of the $3,900,000 
House reduction. 

Mr. Kintsy. That is correct. 

Senator Kitgorr. Mr. Commissioner, here is the method of operat- 
ing here. If you have a prepared statement, you may read it or file it, 
and just comment on it and just high light it. 

Mr. Kixsy. With your permission, I would like to have the state- 
ment incorporated in the record, and I might state just briefly that 
the reduction by the House committee was pr redic ‘ated upon an assump- 
tion that we had been somewhat ambitious in our estimte of the 
volume of sales and redemptions of savings bonds that would take 
place in fiseal 1952. 

The House committee also commented on the fact that the expan- 
sion of the payroll savings plan through voluntary effort was a very 
good thing and should be accomplished without very much expense 
to the Department. We are entirely in agreement with the com- 
mittee that this mode of expanding the sale of savings bonds is a very 
effective way of handling the matter. 

I think the House committee may have overlooked the fact that to 
the extent that payroll savings are increased, the end result is issuance 
of additional savings bonds. This appropriation has to bear the 
expense of the issue and the servicing of those additional savings 
bonds. 

(The statement referred to is as follows:) 


INTRODUCTORY STATEMENT oF FE. L. Kitpy, ComMMIssIONER, BUREAU OF THE 
Pusiic Dest 


Mr. Chairman, I know that the members of this subcommittee are conversant 
in general terms with the functions performed under the appropriation ‘“Adminis- 
tering the public debt,” and I will, therefore, only mention them briefly. 

The Bureau of the Public Debt is charged with the conduct of all transactions 
in the outstanding public debt of the United States. Following a decision on a 
financing operation by the Secretary of the Treasury, we prepare the necessary 
legal and operating documents, handle subscriptions, establish records of the issue, 
maintain interest accounts and make periodic payments, by check, of interest on 
registered securities; conduct authorized transactions in securities; afford relief in 
instances of lost, stolen, or destroyed securities on the basis of proper evidence; 
and maintain records of securities retired either on authorized transactions or by 
redemption. Inthe discharge of some of these responsibilities, the facilities of the 
Federal Reserve banks and their branches and the Post Office Department are 
utilized on an actual-cost basis. Since the banks and branches are located in 36 
principal cities throughout the country, the use of their facilities affords investors 
in Government securities &@ more convenient and prompt service. Savings bonds 
and stamps are sold at post offices throughout the country. In addition to its 
security functions, this Bureau also audits and destroys redeemed currency. 

The Bureau of the Public Debt maintains two principal offices, one in Wash- 
ington and the other in Chicago. The Washington office, in addition to the over- 
all administration of the Bureau, performs the above duties in connection with 
securities other than savings bonds following their distribution to issuing sources, 
The operations of the Chicago office are confined to the same duties for savings 
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bonds following their distribution to issuing sources. This latter office is aug- 
mented by three regional offices located at New York, Cincinnati, and Chicago, 
which audit all redeemed savings bonds. 

Included with the Bureau of the Public Debt under this appropriation estimate 
are the United States Savings Bonds Division and the Treasury’s technical staff. 
The functions of the United States Savings Bonds Division are confined to pro- 
motion of the sale of savings bonds. Those of the technical staff consist of the 
development of statistical data for use in determining financing requirements and 
the types of securities to be offered to the public. 


PROGRAM 


All operations of the Bureau are on a reasonably current basis. The savings 
bond program for the fiscal year 1952 contemplates the sale of 86.2 million pieces, 
as compared with the estimate of 68.2 million pieces for the current year, and the 
retirement of 98.9 million pieces as compared to 83.9 million pieces in 1951. In 
addition some 2,9 million pieces will be issued through servicing transactions in 
1952, which is comparable with the volume estimate for this fiscal year. The issue 
of other Treasury securities on original issue and servicing transactions for the 
fiscal year 1952 is estimated at 3.6 million pieces, as compared with the 1951 esti- 
mate of 3.1 million pieces. Retirements of these securities are estimated at 3.9 
million pieces in 1952 and 4.1 million pieces in 1951. 

Since the end of World War II, our estimates for operating funds have been 
successively lower, decreasing from $85,500,000 in 1946 to $51,105,000 for the 
current fiscal year. Of the $50,505,000 actually appropriated for the fiscal year 
1951, $255,000 was established as a reserve under section 1214 of the General 
Appropriation Act for 1951, leaving a balance available for obligation of 
$50,250,000. 

For 1952 we estimated that we would need $52,900,000, or $2,650,000 more 
than the amount available this year. The House approved an appropriation of 
only $49,000,000, or $3,900,000 less than was requested. The Secretary of the 
Treasury has formally protested this reduction to your committee. He strongly 
believes that Treasury efforts to promote the sale of savings bonds in larger num- 
bers to more people should be accelerated during the present national emergency. 
This program is already showing results through increased participation in the 
payroll savings plan by workers in industry. As savings bonds in greater num- 
bers are purchased, the workload of the Bureau of the Public Debt increases. 
In the face of the Treasury program to sell more of these bonds, it is quite evident 
that the reduction of $3,900,000 made by the House should be restored, if we are 
to render an effective service to the holders of savings bonds and perform our work 
in a businesslike manner. 


EFFECT OF HOUSE REDUCTION 


If the reduction of $3,900,000 is not restored, it would be impossible for the 
Bureau of the Public Debt to establish the record of savings bonds holdings 
either within a reasonable time after issue or in an efficient and economical manner 
since it would result in a reduction of some 400 employees. Functions performed 
by related offices, such as the Federal Reserve banks and post offices, would be 
similarly hampered. Work arrearages would develop which would make day- 
to-day operations more expensive and less efficient. The arrearages will eventu- 
ally have to be cleared and funds to do so will have to be appropriated at some 
time. The public would suffer because of the existence of these arrearages and 
the lack of a current file reflecting their bond holdings. Persons who lost their 
bonds or had them stolen and were in need of cash would be unable to obtain 
the issuance of duplicate bonds in a timely manner, in view of the uncurrent 
condition of the holdings file. The continued inability on the part of the Bureau 
of the Public Debt to render the kind of service which the public has been accus- 
tomed to receive and to which it is entitled would seriously impair the Treasury’s 
savings bonds program and raise serious questions regarding the integrity of the 
public debt. 

You will recall that the entry of this country into World War II in December 
1941 brought about a tremendous increase in the volume of Government securities 
issued, both savings bonds and regular Treasury issues. While many of the 
savings bonds have since been redeemed, the number of pieces outstanding is 
still surprisingly large. For example, of the 147 million series E savings bonds 
sold in the calendar year 1942, approximately 60 million were outstanding at 
the close of the fiscal year 1950, and of the 317 million sold in 1944, approxi- 
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mately 102 million were outstanding. The total now outstanding is close to a 
half billion pieces. 

In 1952 we will be faced with the first really heavy maturities of savings bonds. 
Now that the act authorizing the payment of interest on series E savings bonds 
retained after maturity has become law, it can be expected that many holders will 
not redeem the bonds maturing after May 1, but will hold them and continue to 
draw interest on them. Others will want to exchange their holdings for series G 
bonds, on which current interest is paid, and in those cases we will have to perform 
the work incident to retiring the old bonds and issuing the new. This will be a 
full charge to the appropriation, since the transactions will only be performed at 
the Federal Reserve banks and the Treasury. With respect to the bonds that are 
redeemed, fees must be paid to the paying agents and we must process the bonds 
so that our records will correctly reflect the retirements. 


ESTIMATED SAVINGS IN 1951 


The Bureau of the Public Debt is keenly aware of the necessity for economy in 
expending appropriated moneys and we have always tried to conduct our opera- 
tions with the least possible cost. In this connection, and on the credit side of 
the ledger, we are showing a saving of $421,000 this fiscal year through improve- 
ments in operations and work methods. Because of the adoption late during the 
present fiscal year of an electronically operated machine for counting unfit paper 
currency withdrawn from circulation, we were able to reduce our estimates for 
1952 by a quarter of a million dollars. Our program in the field of effecting im- 
provements in operations and methods is a continuing one and I can assure you 
that we will continue to take advantage of every opportunity to reduce our costs. 

I hope, Mr. Chairman, that my general statement will help your subcommittee 
in evaluating our 1952 estimates. I appreciate the opportunity you have given 
me to present it. 


SAVINGS BONDS ACTIVITIES 


Senator Haypen. It is not an advertising campaign to get people to 
buy bonds, but after they have bought them you see they get into their 
hands properly? 

Mr. Kiusy. That is correct. We have the problem of issuing the 
bonds and then servicing them after issue. 

Senator Kircore. You mean seeing that they are properly de- 
livered? 

Mr. Kixpy. Yes, sir; and any transactions that occur thereafter. 
If any of the bonds are lost, it is our responsibility to give replacements 
on proper evidence. 

Senator Ecron. Do you have many losses reported? 


REPLACEMENT OF LOST BONDS 


Mr. Kitsy. We have been averaging in the neighborhood of 100,000 
cases a year where, for one reason or another, savings bonds have been 
misplaced or lost or destroyed. We undertake to make replacements 
rather simply, and without any bond of indemnity in the average case. 
It is a matter of getting the evidence, the circumstances of the loss, a 
statement from the person who last saw the bonds, and normally we 
can issue replacements without very much difficulty. 

Senator Kitcore. In other words, if the person can convince you 
that the bond is actually lost to an extent that it will not show up 
later in the hands of somebody else, you can issue the bonds without 
an indemnifying bond? 

Mr. Kitsy. That is correct. There have been a few cases where 
we were not able to issue a substitute without a bond of indemnity, 
but those have been rare. 
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Senator Ecron. I wondered, in view of the other hearings we have 
been holding here, in regard to forgeries and counterfeiters, if there is 
any possibility for a racket to grow up under the guise of misplace- 
ments or loss, or anything like that, that might come in to embarrass 
you, the Government, and all of us. 


FRAUD CASES 


Mr. Kitsy. We have had experience now for several years. There 
have been so few instances of fraud as to lead us to believe that people, 
generally speaking, are pretty honest in their claims. 

Senator Kitcore. That is, the original purchaser is honest. The 
ones you are concerned with are the bonds that have been stolen and 
are forged. 

Mr. Kixisy. There have been a number of cases, small in relation 
to the total, where it has developed that the paying agent has paid 
the wrong person. In some of those cases, we have been able to 
apprehend the forger. 

In other cases, the paying agent has been liable, because it was 
not apparent that the payment had been made without fault or 
negligence. The losses through that source are very small—a fraction 
of 1 percent of the total volume of business. 

Senator KinrGorr. Have you had any trouble with people who 
persuade a merchant or a businessman to cash in a bond for them? 

Mr. Kitpy. We have had a few cases of that sort. We have also 
had a few cases where a businessman would introduce the owner of 
the bond for purposes of identification, in order that the owner might 
obtain funds with which to transact business at his establishment. 
Those cases have been few and far between. 


BOND DISCOUNTS 


Senator Kircgorr. Have you run into any cases where those bonds 
have been sold at a discount that way? 

Mr. Kirtsy. We found cases during the war, particularly in 1942 
and 1943, where the pressure to buy bonds was increasing rather 
rapidly, where there was some discounting of bonds, but that practice 
was pretty well broken up by the middle forties. We have had no 
real difficulty with it since that time. 

Senator Haypen. In other words, you think the business operation 
is better to promptly take care of the distress cases, where people 
have lost their bonds and you are satisfied it is a bona fide case. People 
that had the experience of going through red tape would not want to 
buy another bond. 

Mr. Kitsy. We have found the public reaction has been very good 
to our simplified method of handling these cases. 

We have also found we have been able to do that without undue 
expense to the Government. 

Senator Kincore. I do not know whether you remember the period 
immediately following World War I, when the bond-discounting 
racket grew into a terrific rac ket, and particularly in the Southwest, 
where there were great numbers ‘of troops. It got so bad they had 
to issue a general order that no commissioned officer would buy bonds 
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for enlisted men. I well remember when I went down to try to cash 
in bonds and they. wanted to discount them 50 percent. 
a 7 not want to see people losing money as they did after World 

ar I. 

Mr. Kitsy. The World War I securities were marketable bonds. 
They passed from hand to hand. The market did drop down into the 
eighties. The savings bonds we sold during the last war had fixed 
values so there was not the incentive to traffic in them. 

Senator Kitcore. I was glad we adopted that policy because that 
is the only way to promote that type of savings. 


INCREASE IN BOND SERVICING 


Senator Haypren. The business you have to do with servicing 
bonds has actually increased, in accordance with your estimate, has it 
not? You estimated you were going to do a substantially larger 
amount of business. Did you do it? 

Mr. Kiipy. The trend of the last 3 months, which has been higher 
than any period for the past year and a half on the issue side, indicates 
that the forecast of increased sales is being supported by the results. 
The sales in the month of March just passed for pieces are more than 
any month since December 1949. Prior to that the largest month 
of sales was March 1949. 

Senator Haypen. You made up your budget estimate 18 months 
ago. 

Mr. Kitsy. That is correct. It was a pre-Korea estimate. 


BASIS OF BUDGET ESTIMATE 


Senator Haypren. Taking what you based your estimate on, what 
were the actual number of transactions that you had to service at 
that time, and then the comparable 3 months of this year, or 2 months. 
Have you got the information for January, February, and March of 
this year? 

Mr. Kiipy. The issues during the last 3 months were, in January, 
5,789,000; in February, 5,155,000; and in March, 6,152,000. 

Senator Hayprn. What were the issues for January, February, and 
March of 1950? 

Mr. Kitsy. For January 1950 they were 5,358,000; for February, 
5,256,000 and: for March, 5,794,000. The monthly average for the 
quarter just passed was 5,699,000 as against 5,469,000 for the corre- 
sponding period a year ago. 

Senator Haypen. Then you had 200,000 more transactions? 

Mr. Kixsy. That is right? 

Senator Kiigore. Those are individual transactions, not dollar 
value? 

Mr. Kiipy. Yes. 

Senator Haypren. That is what this money is appropriated for, to 
pay for that service. 

Mr. Kixisy. Our operation is predicated on the number of pieces 
we have to handle. 
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HANDLING COSTS PER BOND 


Senator Kincorr. What is the average cost of that service you 
render? 

Mr. Kinpy. Roughly, we figure it costs about 55 cents per bond for 
the total cost of the issue, servicing and retirement. In other words, 
the over-all average cost of handling a savings bond from appropriate dd 
funds. 

Senator Kirgorer. That is, regardless of its size? 

Mr. Kiupy. Yes. A $25 bond frequently costs us more than a 
$1,000 bond. 

Senator Kitcorr. What would you say, based on $100 values, 
would be the cost per $100. Could you give us a figure on that? 

Mr. Kixpy. I would have to insert that in the record. 

Senator Kincorer. Please do. 

(The information referred to is as follows:) 

It is estimated that the over-all cost to this appropriation of issuance, servicing, 
and retirement of each $100 value (issue price) of savings bonds amounts to 
$0.6275. 

OVERHEAD COSTS OF BOND PAYMENTS 


BANKS 


Senator Ecron. Do you have to reimburse the banks for any of 
their services that they give in selling bonds or sending them out and 
mailing them in? 

Mr. Kixspy. In the issuance of bonds the banks perform a voluntary 
service. In the payment of bonds the banks are paid on a fee basis 
of 15 cents for the first 1,000 bonds paid within a calendar quarter, 
and 10 cents for each bond over and above the 1,000. That averages 
about 12% cents a bond, which is a flat cost to us for every bond 
redeemed. That is an item over which we have no control. The 
volume of redemptions is governed by the bond-owning public. To 
the extent they bring the bonds in to be redeemed, they are redeemed 
and we pay the paying agent the fee, based on the number he actually 
redeems. The free service rendered by the banks is on the issue 
side. 

Senator Haypen. On the issue side it costs you around 50 cents. 
On the redemption side it averages 12}; cents. 

Mr. Kitsy. The 55 cents is an average over-all cost for the whole 
handling of the bond, for both issue and redemption. The 12% cents 
redemption fee is included in the 55 cents. 


BOND SALES BY POST OFFICE DEPARTMENT 


Senator Kingore. In the justification, I notice that in 1950 the 
bond sales, Post Office Department, were 6,226,808 pieces at a cost 
of 52.8 cents each, $3,290,653. 

In 1951 the estimate is 6,099,200 pieces at 50% cents, amounting to 
$3,083,000 on your estimate. 

For 1952, your estimate is 6,194,500 pieces at 50% cents approxi- 
mately, or $3,131,000. Do you pay that to the Post Office Depart- 
ment? 

Mr. Kitspy. Yes. The Post Office estimates are based on their 
cost-ascertainment system. They revamped the computation last 
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for enlisted men. I well remember when I went down to try to cash 
in bonds and they. wanted to discount them 50 percent. 

wc not want to see people losing money as they did after World 
Var I. 

Mr. Kiisy. The World War I securities were marketable bonds. 
They passed from hand to hand. The market did drop down into the 
eighties. The savings bonds we sold during the last war had fixed 
values so there was not the incentive to traffic in them. 

Senator Kitaore. I was glad we adopted that policy because that 
is the only way to promote that type of savings. 


INCREASE IN BOND SERVICING 


Senator Haypren. The business you have to do with servicing 
bonds has actually increased, in accordance with your estimate, has it 
not? You estimated you were going to do a substantially larger 
amount of business. Did you do it? 

Mr. Kixsy. The trend of the last 3 months, which has been higher 
than any period for the past year and a half on the issue side, indicates 
that the forecast of increased sales is being supported by the results. 
The sales in the month of March just passed for pieces are more than 
any month since December 1949. Prior to that the largest month 
of sales was March 1949. 

Senator Haypen. You made up your budget estimate 18 months 
ago. 

Mr. Kitsy. That is correct. It was a pre-Korea estimate. 


BASIS OF BUDGET ESTIMATE 


Senator Haypren. Taking what you based your estimate on, what 
were the actual number of transactions that you had to service at 
that time, and then the comparable 3 months of this year, or 2 months. 
Have you got the information for January, February, and March of 
this year? 

Mr. Kiipy. The issues during the last 3 months were, in January, 
5,789,000; in February, 5,155,000; and in March, 6,152,000. 

Senator HaypeN. What were the issues for January, February, and 
March of 1950? 

Mr. Kitsy. For January 1950 they were 5,258,000; for February, 
5,256,000 and for March, 5,794,000. The monthly average for the 
quarter just passed was 5,699,000 as against 5,469,000 for the corre- 
sponding period a year ago. 

Senator Haypren. Then you had 200,000 more transactions? 

Mr. Kixtsy. That is right? 

Senator Kincore. Those are individual transactions, not dollar 
value? 

Mr. Kiipy. Yes. 

Senator Haypren. That is what this money is appropriated for, to 
pay for that service. 

Mr. Kixisy. Our operation is predicated on the number of pieces 
we have to handle. 
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HANDLING COSTS PER BOND 


Senator Kincore. What is the average cost of that service you 
render? 

Mr. Kinpy. Roughly, we figure it costs about 55 cents per bond for 
the total cost of the issue, servicing and retirement. In other words, 
the over-all average cost of handling a savings bond from appropriated 
funds. 

Senator Kitcors. That is, regardless of its size? 

Mr. Kitpy. Yes. A $25 bond frequently costs us more than a 
$1,000 bond. 

Senator Kitgore. What would you say, based on $100 values, 
would be the cost per $100. Could you give us a figure on that? 

Mr. Kuupy. I would have to insert that in the record. 

Senator Kingorsn. Please do. 

(The information referred to is as follows:) 

It is estimated that the over-all cost to this appropriation of issuance, servicing, 
and retirement of each $100 value (issue price) of savings bonds amounts to 
$0.6275. 

OVERHEAD COSTS OF BOND PAYMENTS 


BANKS 


Senator Ecron. Do you have to reimburse the banks for any of 
their services that they give in selling bonds or sending them out and 
mailing them in? 

Mr. Kixsy. In the issuance of bonds the banks perform a voluntary 
service. In the payment of bonds the banks are paid on a fee basis 
of 15 cents for the first 1,000 bonds paid within a calendar quarter, 
and 10 cents for each bond over and above the 1,000. That averages 
about 12% cents a bond, which is a flat cost to us for every bond 
redeemed. That is an item over which we have no control. The 
volume of redemptions is governed by the bond-owning public. To 
the extent they bring the bonds in to be redeemed, they are redeemed 
and we pay the paying agent the fee, based on the number he ac tually 
redeems. The free service rendered by the banks is on the issue 
side. 

Senator Haypen. On the issue side it costs you around 50 cents. 
On the redemption side it averages 12}4 cents. 

Mr. Kixisy. The 55 cents is an average over-all cost for the whole 
handling of the bond, for both issue and redemption. The 12} cents 
redemption fee is included in the 55 cents. 


BOND SALES BY POST OFFICE DEPARTMENT 


Senator Kingors. In the justification, I notice that in 1950 the 
bond sales, Post Office Department, were 6,226,808 pieces at a cost 
of 52.8 cents each, $3,290,653. 

In 1951 the estimate is 6,099,200 pieces at 50 cents, amounting to 
$3,083,000 on your estimate. 

For 1952, your estimate is 6,194,500 pieces at 50) cents approxi- 
mately, or $3,131,000. Do you pay that to the Post Office Depart- 
ment? 

Mr. Kitsy. Yes. The Post Office estimates are based on their 
cost-ascertainment system. They revamped the computation last 
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year and found that the 52.8 cents per bond was a little high. The 
figure of 50.5 cents which was used in 1951 and 1952 is the “result of 
that resurvey of their cost. 

Senator Kincore. How does that compare with your own unit 
costs? 

Mr. Kitpy. That cost is quite high, Mr. Chairman, compared 
with the cost in the Federal Reserve banks. The Federal Reserve 
banks issue bonds for about 16 cents apiece as against the 50% cents 
charged by the Post Office. 

Senator Kirgore. That represents only the issuance and not the 
rest of the service charge, such as redemption; whereas your figures 
include the whole thing? 

Mr. Kiisy. This is just the initial cost. 

Senator Kiircore. Your figure of 55 cents is an average through all 
outlets? 

Mr. Krispy. That is correct. 


HANDLING COSTS OF SAVINGS STAMPS 


Senator Kircore. On savings stamps, I noticed in 1950, it cost you 
1.2 cents approximately, per savings stamp, for 55,725,961 pieces. 

Your estimate for 1951 is 55,000,000 pieces at a little lower cost. 

Mr. Kiipy. That is as a result of the same recomputation of their 
cost-ascertainment system. 

Senator Kitcore. Those amounts are actually revenue into the 
Post Office? 

Mr. Kirtsy. That is correct. They are transfers from this appro- 
priation to the Post Office. 


POST OFFICE SALES OUTLETS 


I might say, Mr. Chairman, that we recongize these costs of the 
Post Office are high, but the Post Office was one of the original out- 
lets that we used. Certain people are reached through the post 
offices who cannot be reached through banks and other issuing agents, 
so we felt it was wise to continue, even though the service costs rela- 
tively are high. 

Senator Kingorr. On stamps, certain Post Office requisitions are 
made out for a certain number. Who handles that sale? In other 
words, the making up of that package and the shipping of it to the 
Post Office? 

PRINTING OF STAMPS 


Mr. Kirtsy. The stamps are printed at the Bureau of Engraving 
and Printing. The Post Office Department issues instructions to 
ship the stamps to the various post offices where they are needed. 
Then, upon their receipt at the post offices they are sold, for the most 
part, over the counter. The principal outlet for the stamps at the 
present time is the school children, in connection with the thrift 
program. 

Senator Kircgore. But the point I am getting at is this: Who 
packages those stamps for the shipment to the Post Office? 

Mr. Kiusy. The Bureau of Engraving and Printing. 

Senator Kirgore. They hold them until the Post Office gives them 
shipping instruction? 
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Mr. Kitpy. That is correct. 

Senator Kitcore. That is partly curiosity on my part because we 
had a claim up a couple of years ago of a short shipment. I was 
trying to figure how on earth we could trace back to see where the 
shortage occurred. 

Mr. Kitsy. Those stamps are printed by the Bureau of Engraving 
and Printing. They are held by them in their vaults and under audit 
control until requisitions are received from the Post Office Department. 

Senator Haypen. Is there a standard-sized package? 

Mr. Kitpy. I think so, dependent on the denomination, 

Senator Haypen. That is what I wanted to know. 

Senator Kitcore. I think there are a number of different sized 
packages. There are standard sizes in thousands, but there are some 
packages of 2,000, 5,000, and 10,000. 

Mr. Kixsy. I imagine each individual.requisition from the Post 
Office would say “Send 10,000 10-cent stamps and 5,000 25-cent 
stamps,”’ and so forth. 

Senator Kitcorr. The postmaster of the post office sends a requi- 
sition to the Postal Department. They forward it. I was trying to 
figure whether the Post Office did the packaging or the Bureau of 
Printing and Engraving. 


INCREASE IN BOND SALES 


In the first 9 months up to and including March of the current year 
your bond sales have shown a fairly steady increase; is that right? 
They held steady up until December. They started jumping in 
December. They jumped over 6,000,000 pieces in March? 


Mr. Kiztny. That is correct. 

Senator Krrcore. How about stamp sales?’ They showed about 
the same percentage; is that right? That is, only so far as the Post 
Office is concerned. I am taking these figures from the justification. 


STAMP SALES 


Mr. Kitsy. The stamp sales have been running on a fairly even 
keel, Mr. Chairman. I have here the public-debt statement of April 2, 
1951, which indicates that thus far in the fiscal year the stamp sales 
amount to $10,548,000 and for the same period last year they 
amounted to $10,151,000. There has been a slight increase of about 
$400,000 in sales. 


EFFECT OF BUDGET REDUCTION 


Senator Haypren. What I am curious about is this: Suppose Con- 
gress does not appropriate this money and tells you that you have 
to run on less money. Can you do it? 

Mr. Kiupy. As far as we can see it at the moment, it would mean 
about 400 fewer people to handle our operations. It would mean 
that on some of these operations where we have tried to give the 
bond owner prompt service we would gradually fall behind. We 
would be slower in answering letters. We would be slower in process- 
ing claims. The backlog would accumulate and it would have to be 
cleaned up in some future year. We feel that we might be obliged 
to drop our service to a point where it might impair the confidence of 
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the public in the integrity of our operations, which is the last thing 
in the world you want or we want. 

Senator Kineore. I had a complaint recently along that line, from 
a Government employee, who had marked up his payroll for $75 a 
month in savings to be invested in bonds. They got behind a couple 
of months. Finally he did catch up with his bonds. It was the 
payroll’s fault in his own department. He was complaining about this 
because of the loss of interest or the time of maturity on those bonds 
which he was delayed from getting, which amounted to practically 
a full quarter on maturity. 

Senator Haypen. There would not be any loss of interest in this 
case; it is the delay in delivery. 

Have you had a situation like that before, and did Congress give 
you a supplemental or a deficiency appropriation? 


PROMPT SERVICE NEEDED FOR BOND SALES PROGRAM 


Mr. Kixsy. We have been able to run and to maintain our opera- 
tions on a pretty current basis for the last 3 or 4 years. Fortunately, 
we have not been in a condition where complaints started to rise, 
because of poor service. The bond-purchasing public is extremely 
sensitive. As long as they get prompt service and everything goes 
well, they are happy. If you start piling up arrearages, if you are a 
little slow in answering letters, they very soon recognize the situation. 

Senator Haypgen. Then it is in the interest of the Government if 
it wants to have its securities considered sound to promptly place in 
a man’s hands any money he has devoted to the purchase of bonds? 

Mr. Kixsy. I feel very strongly there has never been a time when 
it was more important to keep on top of this operation than at the 
present time. 

Senator Haypen. Is there anything further you want to say? 

Mr. Kiupy. I think I have covered my points. 

Senator HaypENn. Senator Ecton, are there any further questions? 


STATUS OF BOND REDEMPTIONS 


Senator Ecron. I wondered, in the table in the House hearings, 
page 307, that from the appearance of that table as we go along and 
progress, month by month, the redemptions keep increasing. They 
EreeCan equal the new sales. In August of last year they exceeded 
sales. 

Senator Haypren. I do not quite understand you. You mean it 
costs more to dispose of the bond than what you got out of it? 

Senator Ecron. No; not the cost. The redemptions are greater 
than the new sales. 

Mr. Kitsy. The dollar amount redeemed was in excess of the 
dollar amount issued. 

Senator Ecton, in August you may recall that we had this flurry, 
immediately after Korea. There was a certain amount of scare buying. 
In connection with that the redemptions were increased and presum- 
ably a certain amount of that money went into this scare buying— 
people who were afraid they were not going to be able to get television 
sets, tires, deep freezers, and things of that sort. 
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Senator Ecron. Maybe hoarding entered into it a little bit. 

Mr. Kitsy. That may be. That rather leveled off. 

Senator Ecron. When did it commence to level off? 

Mr. Kirtsy. The redemptions in September reflected a reduction in 
that cycle. This table is a table in dollars and not in pieces. Our 
concern in this appropriation is in pieces. I am told the present trend 
has been toward a lower average piece. In other words, with this 
increase in the payroll-savings program, there has been an increase in 
the number of $25 bonds and $50 bonds sold. There has been some 
reduction in the number of the higher-denomination bonds sold. 

So that your dollar volume may indicate a decrease at the same 
time that the pieces sold were showing an increase. 

The trend I read into the record a few minutes ago on the volume 
of pieces—that is, showing the peak of 6,152,000 bonds sold in the 
month of March, which was the largest number sold in any month 
since December of 1949—shows the trend of that increase in the volume 
of pieces sold. 

Senator Haypen. How does the dollar volume compare? 

Mr. Krispy. | am sorry, Senator. I do not have a table showing 
the dollar volume. I am sure Mr. Markham, who will follow me, 
will have a table on the dollar volume. : 

Senator Ecron. So the tendency is as the number of pieces increase, 
the dollar volume decreases and, conversely, the cost of processing 
them for you and your department goes up? 

Mr. Kixpy. That is the trend in that particular quarter, but it 
would not be fair to leave you with the impression that that is always 
the case. 

Senator Ecron. Will it not continue to be the case, in the case of 


increased withholdings, and increased taxes, during this inflationary 
period? 


DECREASED WORKLOAD DUE TO SALARY DEDUCTIONS FOR BOND 
PURCHASES 


Mr. Kixsy. I think it is reasonable to assume that this is the sort 
of pattern that we are faced with now. Your expansion of sales, I 
think, is going to be more to the wage earner who is making moderate 
deductions from his salary. That is the thing that is boosting the 
participation in the payroll-savings plans. When Mr. Markham 
appears, following me, 1 am sure he is going to have some tables 
indicating how some of the large corporations with 20,000, 40,000, or 
60,000 employees, have increased their participation in the plan. 
Some of them increased by rather outstanding percentages. 

I recall one large concern which had a participation of 25,000 em- 
loyees a few months ago that now has 83,000 employees, or something 
ike that. That is increasing our volume of work because it is adding 

to the number of small savings bonds that have to be issued and 
serviced. 

Senator Haypen. I think it would be well to put those current 
figures in the record. 

Mr. Kixsy. I will be happy to do that. 

(The information referred to is as follows:) 
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United States savings bonds—monthly sales and redemptions, fiscal years 1949, 
1950, and 1951 (based on unaudited reports of Federal Reserve banks and other 
agents) 
































Pieces sold Pieces redeemed 
Month ~ — rr 
1949 | 1950 | 1951 1919 «=| «(1950 1951 
aa sal halite |. oss 
| | | | 
My ses esi nds aS | 5,474,138 | 5, 570, 587 | 5,332, 261 7, 568,970 | 6, 632, 209 7, 760, 875 
Ee i a ae 5,311,120 | 5,441,472 | 5, 101, 556 7, 356, 385 7, 129, 257 8, 008, 042 
September. _- 4,997,743 | 5,256,789 | 4,776,827 7, 218, 363 | 6, 928, 049 7, 126, 621 
CT i res fees 5, O89, 596 | 5, 099, 555 | 5, 512,519 | 6, 787, 139 6, 438, 661 7, 150, 648 
November... ___- <i 5, 341, 022 | 5, 138, 922 5, 089, 506 | 6, 794, 330 6, 731, O87 | 6, 656, 602 
December. _- ..| 6,489,766 | 6,521,378 5, 789,006 | 7,642,725 | 7,001, 647 | 7, 274, 014 
Monthly average, first half_.. (5, 450, 564)) (5, 504, 784)| (5, 266, 945)| (7, 227, 985) 6. 810, 152)) (7, 329, 467) 
January _..- eaiceniee ed 5,381,206 | 5,358,245 | 5, 789,044 | 6,286,399 | 6, 586, 141 8, 175, 378 
Fe sbruary -. gee es Le | 5,367,958 | 5,256,013 | 5, 155, 448 5, 789, 240 5, 798, 7 772 | 6, 797, 959 
March ; 6,327,744 | 5,794,615 | 6, 152,024 7, 048,427 | 6,919, 632 | | 7, 680, 052 
Monthly average, third quar- | | 
ter ial clk cadet tal (5, 692, 303)) (5, 460, 624) &, 8, 839)| (6, 374, 689) | (6, 434, smal (7, 551, 12 a0) 

OE 6 iitcasectesias Bla | 49, 780, 293 | 49, 437, 576 | 48, 698, 191 | 62, 491, 978. | 60, 165, 455 | 66, 630, 191 
April-June ‘ ee 16, 201, 700 | 15, 989, 188 |! 19,501,809 | 20,977, 220 | 20, 594, 361 |! 23,319,809 
Monthly average, fourth | 

Gs os cations a icaiie ioe | (5, 400, 566) (5, 329, 729)| 6, 500, 603)| | (6, 992, 406) (6, 864, 787 | (7, 773, 270) 
Grand total_........._-- | 65, 981,993 | 65, 426, 764 r 1 68,200,000 | 83, 469, 198 | 80, 759, 816 |1 89, 950,000 


| i ‘ i i | 


1 Estimated. 








SERIES E BONDS PROGRAM 


Senator Ecron. The question that is relative to that is, that if 
this trend does continue and become more pronounced, how much 
longer are we going to be able to finance this establishment by selling 
E bonds? We are going to get more pieces to make up the volume, 
the dollar volume. 

Senator HayprEn. In one sense it is certainly to the advantage of the 
Government to have its securities held as widely spread as possible. 
That gives the man a stake in his country. I can understand per- 
fectly that here is a company that has been making lots of money 
and looking around for an investment of some kind. They are going 
to buy a big group of bonds. 

On the other hand, if we are going to tax them heavily, or their 
profits are going to be cut, they cannot buy those bonds in as large 
amounts as they would like to do. What you fail to get in selling 
them bonds you are going to take away from them in taxes and balance 
it up that way. 

Mr. Kiispy. Could I make an observation there? 

Senator HayprEn. Yes. 


SALES 


Mr. Kixpy. The series E bonds program was initiated on May 1, 
1941, so it has now gone through a 10-year period. Over that period 
there has been a total of $66,000,000,000 of series E bonds sold. 
There are at present $35,000,000,000 of those bonds still outstanding. 
The average life of the series E bond is slightly under 6 years. Ona 
commodity which is purchased the way this is purchased, and by 
perhaps 50,000,000 or 60,000,000 people, I think the way they have 
stayed sold speaks very well for the program. It certainly has incul- 
cated a habit of thrift among millions of people who never saved 
before. 
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Senator Ecron. Is that percentage of the average life increasing or 
decreasing in the last 2 years? 

Mr. Kixpy. It has increased; I am sure of that. 

Senator Ecron. The average life of the E bond has increased? 

Mr. Kixpy. I will take it back further than that. There has not 
been any real pressure selling since the end of the war. So in the 
past 5 years the bonds which have been purchased are staying sold 
a little better, because there have been more voluntary purchases. 

Senator Ecron. Are the new issues within the last 2 years staying 
held more firmly than some of the others? 

Mr. Kiupy. Yes. 

Senator HaypeEN. What about these new electronic machines? 
Tell us something about the savings that result from that, and the 
nature of the equipment. 

Mr. Kirtsy. May I ask Mr. Heffelfinger to tell you that? 

Senator Haypren. Yes. 


SAVINGS FROM ELECTRONIC COUNTING MACHINES 


Mr. HerretFincer. We have been working with the Bureau of 
Standards for about 2 years and an electronically operated machine 
was finally developed which we propose to use for counting the re- 
deemed United States silver certificates of just the $1 denomination, 
which represents about 82 percent of the total amount of United 
States currency redeemed. 

We have been running an average of about 160 employees for the 
counting operation. With the machines, we hope to be able to save 
about 80 employees and a quarter of a million dollars annually. 
Redeemed currency is forwarded to the Treasury after it is cut in 
half by the Federal Reserve banks. The Bureau of the Public Debt 
gets the lower half and counts each one of the pieces. The Treasurer 
of the United States in Washington gets the upper half and counts 
none of it unless we find an error in the corresponding lower half and 
adjustments are made. 

The lower half will be counted on the machines. The money is fed 
into the electronic machine in packages of 100 half-notes. Each 
package is gripped by a revolving spindle. As the spindle revolves, 
each note in the strap is fanned out by an air blast. As they are 
fanned, a light beam is broken, which actuates a counter. The 
counting mechanism is set to accept packages with 100 in them. 
The packages which have 100 are accepted and go down a chute to 
what we call the acceptable pile. If the machine does not count to 
100, the package is rejected and goes in another direction and is 
counted by hand, to verify whether there is 100 or less than 100. 


COUNTING ERRORS AND CHECKS MADE 


Senator Haypren, Do you find many errors? 

Mr. Hrerre.FinGcer. Yes, we have over the years found quite a few 
errors. We feel, however, that about 95 percent of the straps we 
receive do actually contain 100 notes. That is why the machine was 
set to take 100. About 5 percent, or maybe slightly above that 
percentage, will have to be verified by hand. 

Senator Haypren. Do you find the machine in error at times? 
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Mr. Herrevrincer. Yes, because of the condition of the money. 
The money may be unduly worn, torn, and the ends may be missing. 
The machine cannot identify those. They are rejected as not con- 
taining 100 notes. Upon manual count of the package we will find 
on many occasions there actually are 100 in it. We feel with a savings 
of an estimated quarter of a million dollars, that we can still hand 
count a certain percentage which actually do contain 100 notes and 
which were rejected by the machine. 

Senator Haypen. The adoption of this machine will save about 80 
people? 

Mr. Herre.rincer. Yes, and about a quarter of a million dollars 
annually, which has been taken into account in the presentation of 
our 1952 estimate. 

COST OF MACHINERY 


Senator Haypen. What did the machinery cost? 

Mr. Herre.rincer. We spent about $120,000 in the development 
of the machine and the construction and delivery of 25 of them. 

Senator Haypmn. So you are really getting your money back the 
first. year. 

Mr. Herretrincer. We hope to. 

Senator Haypun. The Department developed that itself? 

Mr. Herre vFrincer. We are working with the Bureau of Standards, 
which, of course, did all the technical work. We had the idea. They 
took it, worked with us for about 18 months, and came up with the 
machine. 

Senator Haypen. This is part of the management and improvement 
system? 

’ Mr. Herrevrincer. It had its foundation in that program. Secre- 
tary Snyder is quite interested in the machine as a part of his manage- 
ment program. 


FIVE-YEAR TABLE ON EMPLOYEE STRENGTH 


Senator Haypen. I think it would be helpful to the committee if 
you would put in a personnel table about how many people you have 
employed in the last 5 years—5 years ago and each year since. 

Mr. Herre.FinGeEr. I will be glad to do it. 

(The table referred to follows:) 


Statement showing number of employees engaged in verifying redeemed currency in 
the Bureau of the Public Debt 


. Number of 
Fiscal year— employees 
WRT ik os ce he ONL) ote décdiaul eee eo ee 222 

i PSs Sic Ad tthas ebb cnasicad «labo CUNe Go hed thle arhelare a tate phantie wietde 188 
DOTS rie Pe Ser ee eee 5 AP ae Pepe 2. Beye OLE 165 
LR ance ok i cs ee a hare ER RO eb ae re caine Ged 190 
NE os ee Oe eee oe wnt eterna c eaten ains nei aha aia Aenea 1162 
L0G Costimatel) ... ... cetece SS Fk Si 5. 44k ie see 82 


1 Number on rolls Mar. 31, 1951. 


Mr. Herre Fincer. Please bear in mind the use of this machine 
on a continuing basis was to commence July 1. We are still in a 
transition period. The machine has been used on a practical basis 
for just about 1 month. We are working out the bugs. By July 1, 
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we expect to have the entire battery of 25 in operation. It is at that 
point we w ill begin to reap the major benefits of the estimated savings. 

Senator Haypen. I have not had an opportunity to examine the 
House record. Apparently $1,000,000 of this cut was made on the 
floor. Is there any particular response you want to make to that cut? 
You undoubtedly presented the evidence to the House, and it brought 
out a certain sum and it was further reduced. 

Mr. Kixsy. I do not know that I have any observations to make 
on the $1,000,000 that was cut on the floor, Mr. Chairman. I have 
already commented on the cut of $2,900, 000 made by the committee. 
I have expressed my agreement with the committee’s sentiments on 
the promotion effort, but pointed out that the increased sales must be 
paid for from this appropriation, which bears the cost of issuing and 
servicing the bonds, 

HOUSE CUT 


Senator Haypen. The way it stands now, if the cut stands, you 
had, during this current year, $50,250, 000. The House recom- 
mended $49,000,000. That is $1, 250,000 less than you actually have 
available this current fiscal year, 


ESTIMATED WORKLOAD 


Mr. Kinpy. That is correct, sir. Our estimated workload during 
1952 is roughly 18,000,000 pieces more on the issues side, and 
15,000,000 more on the redemption side. 

Senator Haypen. Will the amount of money allowed as this bill 
passed the House permit you to pay your automatic promotions? 


How many people do you have to discharge? 
Mr. Kitsy. About 400 people. 
Senator Haypen. Are those all regular employees? 
Mr. Kixpy. Yes, sir. 
Senator HaypmeNn. You do not have any temporary employees? 
Mr. Kitpy. We have a few part-time people at the moment. 


PERSONNEL VACANCIES 


Senator Haypen. Have you any vacancies? 

Mr. Kiusy. Yes, sir. We are working below our authorized 
strength at the present time for two reasons: (1) There has been some 
difficulty in the labor market, as you know, in getting the proper type 
of people. 

(2) We have been somewhat reluctant to fill vacancies because our 
apparent unobligated balance at the end of the year is a little too close 
for comfort. We have felt it would be preferable to let some of the 
work fall slightly behind rather than to incur the danger of a deficiency. 

Senator Haypen. You have an authorized strength? 

Mr. Kitpy. Yes. 

Senator Haypen. You expect there will be some reduction by the 
adoption of these electronic machines. That is one thing you can 
anticipate. 

Mr. Kitpy. We would be very happy to feel we could divert the 
80 people working currency to the increased activity on savings bonds. 

Senator Haypen. Are there any questions? 

Senator Ecron. I think we have pretty well covered the subject. 
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AMOUNT FOR BOND SALES PROMOTION 


There is one thing I cannot get overenthusiastic about. That is 
almost $5,000,000 here for promoting the sales of savings bonds. 

Senator Haypren. You do not promote sales? 

Mr. Kintsy. Mr. Markham will explain that when he comes in. 

Senator Ecron. I wonder if that is where the House cut you 
$1,000,000? 

Mr. Kitpy. None of the cut ‘was applied to the sales promotion 
activity. 

Senator Haypen. If we are finished with these gentlemen, we will 
take up the next item. 


Unirep States Savines Bonps Division 


STATEMENTS OF LEON J. MARKHAM, DIRECTOR OF SALES; BILL 
McDONALD, EXECUTIVE OFFICER; AND BERNARD KRIXTEIN, 
BUDGET OFFICER 


BOND SALES PROMOTION 


Senator Haypren. The committee would like to know what there 
is included in this bill for promotion of the sale of bonds. 

Mr. Markuam. Yes. I have some information that I think will 
be of interest to you. 

| think it is well to point out that there are four main, basic objec- 
tives which we are striving to achieve. First of all, the encourage- 
ment of thrift among the masses of people, and, second, keeping a 
wide distribution of the debt as a part of the Secretary’s debt- 
management program. Thirdly, our program, and particularly as 
far as small denominations and payroll savings are concerned, serves 
as a stabilizing factor in the economy. Fourth and very important 
is the problem of maturities, which is approaching May 1, and the 
problem of selling enough bonds to offset those maturities, as much 
as we can. 


TOTAL SERIES E, F, AND G BONDS HELD BY PUBLIC 


In working toward these objectives, | would like to point out some 
of our accomplishments, briefly. As you know, there are $58,000,- 
000,000 of E, F, and G bonds outstanding, of which $50,000,000,000 
is owned by individuals like you and me. 

Senator Ecron. What is the proportion, as it is divided between 
the E, F, and G bonds? 

Mr. Markunam. $34,500,000,000 are E bonds. They are the small 
denominations that are sold to the masses of the people. If you in- 
clude the F’s and G’s held by individuals, and exclude banks and 
corporations, the total reaches $50,000,000,000. If vou include the 
banks and corporations, it reaches $58,000,000,000. So, 34%) billion 
dollars of E bonds outstanding is the important figure from the stand- 
point of our program. 

From the standpoint of pieces of bonds outstanding, I think it is 
interesting and significant to note that there are about one-half bil- 
lion pieces, mostly small denominations, held by all income groups. 
Sales and redemptions—as you study those, disclose some interesting 


ARDC ol Der dihiaee Reith 5 sl othe 





TREASURY AND POST OFFICE APPROPRIATIONS, 1952 479 


things. During the calendar year 1950, sales of E, F, and G bonds 
totaled $6,100,000,000, of which $3,700,000,000 was in E bonds. 


SALES AND REDEMPTION OF E BONDS ABOUT EQUAL 


The sales of E bonds during the calendar year 1950 declined a 
little over 12 percent, as compared with the previous year. 

The redemption of E bonds was $3,900,000,000 as compared with 
$3,700,000,000 of sales. That $3,900,000,000 included $243,000,000 
of accrued interest. So, as you look at that picture on the cost-price 
basis, the E bonds sales at issue price were about equal to redemptions 
at cost price. 

It is significant that sales of the $25 and $50 E bonds, which are 
made mostly through payroll savings, held up real well. Our trouble 
lies in the $1,000 and $500 denominations, presumably among the 
investor type of individuals. In those larger denominations the sales 
have fallen off considerably, and redemptions have increased con- 
siderably. 

Senator KitGore (presiding). Does that not partly reflect in this 
question of loans, where the investors are cashing in and loaning money 
for higher rates of interest? 

Mr. Markxuam. Yes. We think it is a case of that capital seeking 
a more lucrative return in some other investment field. Undoubtedly, 
much of it has gone into the stock market and into real estate and 
risk investments of that kind. We believe it is an attempt on the 
part of those people to find some hedge against an inflationary 
condition. 


BOND PROGRAM OF FRENCH GOVERNMENT CITED 


Senator Kitcorr. The interesting thing to me about this whole 
savings-bond program is the French history of the same type of 
program, 

The stability of the French Government was largely based on the 
fact that the little people owned so many bonds. That was all 
stable until after World War I, when they reduced the value of the 
franc, thereby practically cutting three-fourths of those investments 
off. From then on, it was very hard to sell French bonds to the 
average French peasant or worker. As long as that bond market 
was stable, the French Government was in good shape and always 
kept in good shape. 

Mr. Markxuam. That is significant. 

It is interesting to note that during the first 2 months of this year 
we sold 8,844,000 pieces of savings bonds as compared with 7,988,000 
a year ago. That represents an increase in pieces of $25 and $50 
bonds, amounting to 856,000. Again we think this can be inter- 
preted in terms of payroll savers, and progress in the payroll savings 
field. It is an important gain in the wide distribution of the debt. 

Dollarwise, there has always been a significant increase with regard 
to the $25 and $50 denominations, which now represent about 36 
percent of all savings-bond sales; whereas a year ago the $25 and $50 
bonds were accounting for about 24 percent. We think that’is a very 
good trend and a trend that is continuing currently. 
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We have planned our sales promotion with a view to the current 
economic situation and with a view to this sales trend toward the small 
denomination bonds, which appeal to the saver. When we sign up a 
person on payroll savings, who allots $3, $4, or $5 a week to bonds, 
that is spending money. He either saves that or spends it. Payroll 
saving gives him an opportunity to begin a savings program with $3, 
$4, or $5. There are few savings programs that offer such an 
opportunity. 


SALES OF BONDS TO ENLISTED PERSONNEL 


Senator Kircorr. Are you getting many sales of bonds to the 
enlisted personnel of the armed services? 

Mr. Marxuam. Yes. The number of those people is increasing 
rapidly. It is rather difficult to keep track of them. The recent 
figures show we have added about 138,000 of those rather recently, 
although the growth in the services has been more than that. In 
other words, we are a little bit behind. We cannot quite keep pace 
with the rapid increase. The trend is definitely upward. The 
situation looks very favorable with respect to the armed services. 

Senator Kitcore. | know a number of soldiers who came out of 
the service with very sizable quantities of bonds that they bought, 
which did reflect abroad in the foreign countries, because they had 
not spent as much money. They invested, instead, and they were in 
good shape to come back and get on their feet a lot faster. 


PAYROLL SAVINGS TO BE STRESSED 


Mr. Marxkuam. That is right. Many of those boys did come back 
and, by liquidating their savings bonds, were able to enter businesses 
and get established with their families. 

As we plan our current and future promotions, we are conscious of 
several things—the fact that the pay envelope of the Nation is grow- 
ing, through overtime, and through people being drawn inte the labor 
force at a time when civilian goods probably will be curtailed, to some 
extent or other, in many lines. In other words, a bigger pay envelope, 
and somewhat less consumer goods available for purchase. So our 
eyes are focused on that pay envelope, and on the payroll-savings field, 
where we expect to be very vigorous and spend a good deal of our 
time and effort. 


COST OF PROMOTION CAMPAIGN 


Senator Haypen. What does the promotion cost? 

Mr. Markuam. Our budget is $4,800,000. 

Senator Haypren. How does that compare to other times? 

Mr. Marxuam. That has been the approximate figure for 3 years. 
We have absorbed a good deal of increased costs. I think our selling 
costs have increased to about 60 cents—from 50 cents per $1,000 of 
bonds sold. 

Senator Kircorr. How, percentagewise, does that compare to 
your total amount of sales? 

Mr. Markuam. Our sales of E, F, and G bonds were a little over 
$6,100,000,000 last year, on which we spent $4,800,000. Percentage- 
wise, I think it is about 60 cents per $1,000. 
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Senator Kirgorr. What does the standard promotion of private 
bonds cost? Is it not 15 percent or 10 percent? A brokerage house 
charges for the promotion of the sale of private corporation bonds. 
I know for the sale of stock they get 15 percent. I just wondered 
what the bond cost was. 

Mr. Marxuao. I think it is less than 15 percent on bonds, but it is 
substantially higher than ours. 

Senator Kintcore. I think it might be wise to have that to show 
whether or not our promotion costs in Government on the sale of 
Government securities compare with the sale of private securities by 
regular promotion outfits. 

Senator Haypen. I remember shortly after the outbreak of. the 
war it was important to sell as many bonds as possible. Representa- 
tions were made to this committee. We advanced considerable sums 
of money for radio and other kinds of advertising. 


PEAK WARTIME BUDGET ON SALES PROMOTION 


Mr. Markuam. Our wartime budget ran up to $14,000,000 a year. 

Senator Haypen. How much did we spend at the most, during 
the war? 

Mr. Marxuam. $14,000,000, I think, was the high wartime figure. 
After the war ended, that was cut back about 80 percent. “Our 
personnel was cut back about 80 percent, so was our budget. It was 
too low. I forget what our operating budget was then, but it was 
under $4,000,000. 

Mr. McDonatp. That is right. 

Mr. Markuam. We did not operate as effectively as we thought 


we should. We did need more money to operate on. For the past 
3 years it has been $4,800,000. 


VOLUNTARY ADVERTISING 


Senator Kitcore. You do, however, get a gr eat deal of voluntary 
help in the promotion campaign from business? 

Mr. Markuam. This is a voluntary program. 

Senator Kincorr. The movies, radio, newspapers, magazines, 
et cetera. 

Mr. Marxkuam. Last year, had we paid for all of the advertising, 
time and space, talent and everything that goes with it, it would have 
cost us over $40,000,000. Actually we spent between $300,000 and 
$400,000 on mats, plates for magazines and servicing the media, for 
which we got over $40,000,000eworth of advertising. 

Senator Ecton. If you got $40,000,000 worth of advertising from 
private business and institutions, that was a legitimate expense in- 
curred in their business, and therefore was deductible from their 
income? 

Mr. Marxuam. That is true. The media themselves contribute 
much of it. 

Is that all deducted, Mr. McDonald? 

Mr. McDona.p. Senator, the space that newspapers and magazines 
use for Defense bond advertisements would be used anyhow. It is 
not additional space. For instance, if ads are sponsored by a depart- 
ment store or by a commercial company, it is space contracted for 
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‘previously. If it were not used for bond ads it would be used for 
‘promoting the sale of their own merchandise. 

Senator Kitcore. It would be used by them to advertise their 
business along with advertising the bond sales, so it serves a double 
purpose? 

Mr. McDonatp. That is right. 

Senator Haypen. In that case they charge the total cost of their 
“advertising in making up their income-tax return. 

Mr. McDona pn. It is a business expense. 

Senator Haypen. If the Hecht Co. makes a contract for so many 
pages of advertising during the course of a year, if it is willing to 
devote part of that ‘to the Government to advertise its bonds, rather 
than advertising its own merchandise, the cost to the Government, 
as far as a deduction from the income-tax return would bé the same. 

Mr. Markuam. Corporations have advertising budgets every year. 
They stay within them. It is a question of what they spend that 
money for. “Do we run a merchandising ad ora bond ad?” The 
net result, as far as tax deductions and overhead is concerned, is not 
changed, in most cases. 


PERSONNEL IN PROMOTION WORK 


Senator Ecron. Do you have a certain number of your personnel 
designated as promotional people the year-round? 

Mr. Markuam. We have one division here at W ashington which 
handles promotions, special activities. We have a division which 
handles advertising, through all the media. 

Senator Kitgore. You have an office in Chicago, too? 

Mr. Marxuam. We have a State office. We have an office in each 
of the States, with the State’s sales director in charge. Many of the 
States operate with a sales director and one girl. Some of the larger 
States, like New York, Illinois, and Pennsylvania operate with a staff. 
I believe in New York. we have 38 or 40 currently employed, with 
branch offices at Buffalo, Rochester, Syracuse, Binghamton, and 
Albany. That is the largest operation. In Arizona, I think we 
operate with a sales director and one girl. So your remark is very 
true. This is a volunteer program. We need our budget to service 
those volunteers, to keep them active and working for us and well 
organized. They are organized at national, State, and local levels, 
with the State chairman in each State and the State committee in each 
State operating together with our staff. 

Senator Kitcore. Is there not a volunteer advertising committee 
of advertising experts, that works along with you, as well as other 
Government agencies, in promoting that? 

Mr. Markxuam. The Advertising Council. 

Senator Ecron. You have two Divisions; one you call a Promotional 
Division and one an Advertising Division. 

What I do not understand is it looks like your promotion and your 
advertising would have to work in conjunction. 

Mr. MARKHAM. They do. They work closer than that. The two 
jobs are different jobs and it takes different talent to accomplish each 
he A good advertising man is not necessarily a good sales promo- 
tion man. They are different things. Last year you will recall we 

carried out the Independence Drive, with re plicas of the Liberty Bell, 
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which went on tour in each State with the theme Save for your 
Independence. That is sales promotion. It does require different 
talent than is required for newspaper ads, magazine ads, billboards, 
and radio advertising. 

You find that in the industrial field as well. Advertising agencies 
do not set themselves up as sales-promotion agencies, and sales- 
promotion agencies do not set themselves up as advertising agencies. 
They are two different fields, in Government and out. 

Senator Ecron. What is the number of personnel in each respective 
agency? 

Mr. Marxuam. Mr. McDonald. 

Mr. McDona up. In each division, or the total? 

Senator Ecron. Each division, in your Promotional Division and 
in your Advertising Division? 

Mr. McDonatp. I can give the approximate numbers. We have 
men in each of the States, but in the national office we have about 
10 people in advertising, including the clerical workers, typists, and 
stenographers. We have about 18 or 20 in the Promotional and 
Publicity Division, which covers the entire promotion and publicity 
field. Those are approximate numbers. 


FUNDS AVAILABLE, OBLIGATIONS INCURRED, SAVINGS, AND NUMBER 
OF POSITIONS 


Senator Kincore. Would you insert in the record, so that it will be 
accurate, the total funds available for the Savings Bonds Division 
since 1945, and the amount spent in each of those years from 1945, 
and any savings in each year you had from the appropriation? 

Also, estimate your requirements for 1952 and insert the number 
of authorized positions for the years from 1945 up to the present fiscal 
year and your anticipated number of positions for 1952? 

Mr. McDona.p. Yes, sir; we will do that. 

(The information referred to is as follows:) 


Funds available, obligations incurred, savings and average number of positions by 
fiscal years, 1945-52 
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1 The above data reflects the status of funds available to the U. 8. Savings Bonds Division only. It does 
not include funds available to the Chicago office of the Bureau of the Public Debt which is responsible for 
the custody and distribution of sales promotional materials. 

2 Estimated. 


3 Does not include supplemental estimates now under consideration by the Bureau of the Budget. 


Senator Kiicore. Is any part of the $3,900,000 House reduction 
applied to the Savings Bonds Division? 
Mr. McDonavp. No, sir. 
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CURRENT SALES PROMOTION 


Mr. Marxuam. I was:speaking about our current sales program 
with a view to overtime pay, increased employment, and possible 
shortages in the supply of goods available, and stating that the em- 
phasis would be largely on payroll savings. We approach that pay- 
roll savings field through two avenues. The larger firms, which are 
well-defined into industry groups are approached on an industry-wide 
basis; the steel industry, the rubber industry, the glass industry, the 
railroad industry, the packing industry, et cetera. There are 35 or 
40 of those groups. Most of the large firms are reached in that man- 
ner. Currently we are working with the railroads of the Nation, 
oy a Nation-wide railroad payroll savings drive beginning in 
May. 

We have already met with the presidents of 8 or 10 of the packing 
houses in Chicago, starting to develop a similar activity in the packing 
industry. We are now setting up a meeting on the west coast of the 
aircraft-manufacturing industry to do the same thing there. 

We are working with the glass industry and also starting with the 
automotive industry. We can handle four or five of those industry- 
wide drives with our current staff. We take four or five at a time. 
When we complete a drive in one industry, we take on a new one. 

We are also beginning to look for the first time at 2,000,000 small 
businesses, approximately, in the country, which employ a total of 
15,000,000 persons. There again, the volunteers will have to come 
into the picture. That is a widely scattered market, but in total an 
important one. It reaches into practically every community in the 
Nation. We hope to enlist the services of groups, such as chambers of 
commerce, junior chambers of commerce, Rotary, Kiwanis, Lions, 
the veterans’ organizations and the women’s organizations, bringing 
them into action with our volunteer county committees and our State 
sales directors, to reach that market during the coming months in a 
wholesale manner. 

Meanwhile, we look at the farm market and are exploring the 
possibility now of setting up plans to do a farm-to-farm canvas later 
on this year. There are about 3,000,000 farms that should be visited. 
The official figure on farms is 6,000,000, I believe, but I find if you 
have 3 acres which bring you in $200 a year or more, you are a farmer. 
We are not going to attempt to reach those farmers. We do not have 
the personnel. There are 3,000,000 good-sized farms in the country. 
We hope to canvass each of these this year. 


SERVICES OF NATIONAL DIRECTOR DONATED 


Senator Kincore. As I understand it, the national director, Mr. 
Clark, is not on the payroll. He donates his services? 

Mr. Marxuam. That is right. 

Senator Kitcors. He has done. that for 5 years? 

Mr. Marxuam. That is right. 

Senator Kircore. Are there any other people who donate their 
services? 

Mr. Marxuam. Notas a part of our paid organization, as Mr. Clark 
acts. There are literally thousands of very prominent volunteers 
who devote part time to the program. Currently we are working 
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with the Association of American Railroads, the Labor Executives 
Board, and the presidents of all the railroads in the country. They 
will donate a good deal of their time as volunteers in putting on person- 
to-person solicitations among the 1,300,000 railroad workers of the 
country, at considerable expense to themselves. 

This current budget of $4,800,000 is designed to keep us in business 
with the same type of operation we have been carrying out for the past 
3 or 4 years. It will do just that. The Secretary, however, bas 
asked us to expand and get prepared to carry out a larger program 
soon. 

IMPACT OF KOREAN SITUATION 


Senator Kiicorr. I wonder if the Korean situation has necessi- 
tated any change in pians, and what do you anticipate doing about it? 

Mr. Markuam, With the approval of the House Appropriations 
Committee the Secretary a few months ago gave us some additional 
funds to begin an expansion program. He has asked the Bureau of 
the Budget to consider a supplemental appropriation, and no action 
has been taken on that yet. 

Senator Kitcorr. How much is that? 

Mr. Marxuam. I do not know yet. I do know we will be coming 
to you for a supplemental request later on when that figure is deter- 
mined. The purpose of it is to allow us to expand and build up to 
the point this fall where we will be able to take on any necessary job. 
It certainly looks as though there will be a job for us to do this fall. 

Senator Kitcorr. How many drives do you estimate you will 
have? 

Mr. Marxkuam. At least one. Of course, that is a factor that can 
only be determined currently. 

Senator Kitcore. Based on changing conditions? 

Mr. Markuam. That is right. It depends on tax returns, the 
defense spending, and many factors which right now cannot be 
clearly determined. 


WORK WITH LABOR UNIONS 


Senator Ecron. In putting these drives on I presume you work 
with the labor union leaders, too? You mean that when you said 
you did it on an industry-wide basis? 

Mr. Markuam. We do it through top management and organized 
labor groups. We work with the CIO, the A. F. of L., the United 
Mine Workers, and all union heads, at the top. Then the word goes 
down from the top to the State and local unions. In cases where 
factories and railroads and business organizations put on person to 
person solicitations, it is done with joint committees of labor and 
management, who do these solicitations. 

Senator Ecron. Were you or your office consulted with regard to 
raising the interest rates on bonds in an effort to make your product 
a little more salable and easier to promote? 

Mr. Markuam. We did not sit in on the Federal Reserve-Treasury 
sessions. 

Senator Ecron. You were not consulted? 

Mr. Marxuam. Not on the matter of the interest rate negotiations, 
We did sit with the Secretary’s official family in many sessions on the 
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maturity situation, and the maturity legislation which you so kindly 
passed which enabled the Secretary to make his decision about the 
extension of the bonds? We think we have a proposition in the ex- 
tension decision that we can sell successfully. There is every indica- 
tion today that the saver, the person who buys small denomination 
bonds, is doing so at an increasing rate, as far as numbers of people are 
concerned, and as far as dollars are concerned. 

As to the investor who buys $500 and $1,000 denomination bonds, 
with no spending money, but investment money, he, in many cases, 
has temporarily turned his back on our program in favor of other 
types of investments. However, I would like to make an observation 
in connection with that. 

There is currently a good deal of indication that the investor will 
return to the fold. Mr. Livingston had a very good article on that 
in today’s Washington Post. We have noticed within the past two 
or three weeks that we are getting a little better press. Some of those 
who made hasty statements are beginning to modify them a bit. 

Senator Kincore. At this point, I would like to put in the record 
a copy of Public Law 12, the maturity item you are talking about. 

(The material referred to is as follows:) 


Pusiic Law 12, 82p ConGReEss 
CHAPTER 19, Ist SESSION 


H. R. 2268 


AN ACT To authorize the payment of interest on series E savings bonds retained after maturity, and for 
other purposes 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subsection (b) of section 22 of the Second 
Liberty Bond Act (31 U.S. C. 757c (b)) is amended by inserting ‘‘(1)’’ after ‘(b)”’ 
and adding the following new paragraph: 

(2) The Secretary of the Treasury, with the approval of the President, is 
authorized to provide by regulation that owners of series E savings bonds there- 
after maturing may, at their option, retain the matured bonds and earn interest 
upon the maturity values thereof for not more than ten years at rates consistent 
with the provisions of paragraph (1).”’ 

Sec. 2. Effective with respect to taxable years ending after the date of the 
enactment of this Act, section 42 of the Internal Revenue Code is amended— 

(1) by inserting after “stated intervals” in the first sentence of subsection 
(b) the following: ‘or owing an obligation described in paragraph (2) of 
subsection (d)’’; 

(2) by inserting after “‘acquisition’”’ in the last sentence of subsection (b) 
the following: ‘‘(or, in the case of an obligation described in paragraph (2) of 
subsection (d), the date of acquisition of the series E bond involved)’’; and 

(3) by adding at the end of such section the following new subsection: 

“(d) Maturep Unitrep States Savincs Bonps.—In the case of a taxpayer 
who— 

(1) holds a series E United States savings bond at the date of matufity, 
and 

“(2) pursuant to regulations prescribed under the Second Liberty Bond Act 
retains his investment in the maturity value of such series E bond in an 
obligation, other than a current income obligation, which matures not more 
than ten years from the date of maturity of such series E bond, 

the increase in redemption value (to the extent not previously includible in gross 
income) in excess of the amount paid for such series E bond shall be includible in 
gross income in the taxable year in which the obligation is finally redeemed or in 
the taxable year of final maturity, whichever is earlier. The provisions of this 
subsection shall not apply to a corporation, and shall not apply in the case of any 
taxable year for which the taxpayer’s net income is computed upon the basis of the 
accrual method of accounting or for which an election made by the taxpayer under 
subsection (b) is applicable. 


Approved March 26, 1951. 
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SELLING BECOMING DIFFICULT 


Mr. Marxuam. I would like to say that selling is difficult. I do 
not suppose there has been a time in the peacetime program when it 
has been more difficult to sell savings bonds than it is today. Some 
of the objections are very sincere; others, may not be. 

I would like to read you a sentence in Newsweek, dated April 23, 
which is just out. Newsweek claims to get the inside dope on some 
Communists’ meetings. It is a great mystery how they get it. The 
meeting was held on April 7 and April 8—-the National Committee of 
the Communist Party, U.S. A.: 

Alexander Bittleman took up most of the morning with a report on the economic 
situation. He recommended a Communist campaign to destroy confidence in 
United States defense bonds. 

As I said, our selling problem is difficult. We need personnel and 
need personnel badly to keep those people working for us on the 
program. We can, if we are properly equipped, put those volunteers 
to work, even down to the local county and city levels, in such a way 
that we can continue this excellent progress currently made in small- 
denomination bonds. 


EXAMPLES OF EMPLOYEE PARTICIPATION IN SAVINGS BONDS DRIVES 


I would like to read a few figures. I think some of these companies 
you are familiar with, but this indicates the current disposition on the 
part of the saver. I think it is quite significant when you compare 
his attitude with the attitude of the investor. 

Allegheny-Ludlum Steel Co. in Pennsylvania employs 13,700 
persons. Before their recent drive, 39 percent of them were partici- 
pating in payroll savings. After their drive, 92 percent were partici- 
pating. 

Then there is American Radiator, with 19,000 employees going from 
11 percent to 50 percent. 

Armco Steel Corp.—incidentally, the chairman of the board is one 
of our organized volunteers—has 17,000 employees and went from 
13 percent to 45 percent. 

Carnegie-Illinois, 100,000 employees going from 18 percent to 
77 percent. 

North American Aviation, in California, with 21,000 employees, 
which had no plan in operation, but recently installed one, put on a 
person-to-person canvass. Forty-five percent of their employees 
signed up. 

Then there is the Weirton Steel Co. in West Virginia, 13,000 employ- 
ees going from 33 percent to 53 percent. And so it goes. Those are 
very good participation figures, and indicate the interest the saver has 
in the bond program today when you place an allotment card in his 
hands and let him sign up for $3, $4 or $5 a week. He is not so 
conscious of interest rates, or the stock market. He thinks of this as a 
savings program, that he and his family can use to accumulate some 
money. 

Senator Kinegorr. Any bank savings only pays him about 1 per- 
cent. 

Mr. Markham. That is right. He does not walk into a savings 
bank with $3, $4, or $5 and open an account. He says that he is going 
to do it when he gets $25 or $50. He never gets it, so he does not start. 
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Senator Kiucors. There is a rather historical background on this 
thing. If you remember, Alexander Hamilton was severely criticized 
when the first bond issue was put through by the American Congress, 
after the Revolution, a bond issue to pay off the French debt as well 
as our soldiers in the pay of the Continental Army. The criticism 
was that the money of the soldiers had all gotten into the hands of a 
few rich bankers in New York. He said he was doing it for the se- 
curity of this Government, and that it was necessary. The Con- 
federation at that time should be indebted to the rich people of the 
country, in order to insure their loyalty to the Government. Is it now 
much more important, if we do have a debt, that we have it in the 
hands of our people who have a financial stake in the safeguarding of 
the Government issuing those bonds? 

Mr. Marxnam. That is right. 

Senator Kiiregorr. I note in the House report, which I would like 
to put in at this time, this one sentence: 

The committee believes this type of savings bond promotion not only very 
effective but it can be carried on at little cost to the Treasury Department. For 


that reason it is the type of program that should be encouraged as much as 
possible. 


ADVERSE PROPAGANDA AFFECTING SALES 


Senator Ecton. It seems to me, Mr. Chairman, that all of us have 
got to get together and do something to give the average investor an 
assurance that his money is safe when invested in these E bonds, or 
F or G bonds, give him some assurance that it is not going to con- 
tinually decrease in value like it has over the years, in order to counter- 
act that kind of Communist propaganda that is being spread at the 
present time. 

Mr. Markuam. One important move in that direction is to sell 
more savings bonds. 

Senator Ecron. IJ think all of us have received letters from people 
who have been complaining they invested $75 10 years ago in a savings 
bond and the Government has had the use of it during the past 10 
years. They do not seem to object to that, but they say, “I have got 
no more money than | had, even though I have $100.” 

They say, ‘I have more dollars, but I cannot buy as much as I could 
have with the original $75.” 

Those are the things that propagandists are taking advantage of 
with our own people. 

Mr. Marxuam. We have been the target. 

Senator Ecron. It is not your fault any more than it is mine or any- 
body else’s. 

Mr. Markuam. The man who says that about savings bonds is 
inclined to forget that the same thing is true of his insurance, his bank 
account, or any other type of fixed-income investment. 

Senator Ecron. They are worried about the value of money and 
credit. 

Senator Kitcore. The trouble is, all too frequently, we think of 
things in dollars and not what dollars buy. That is one of the troubles 
with the whole wage situation, the business situation of this country. 
Instead of thinking of it as so many bushels of wheat, so many pounds 
of beef or gallons of milk, or what-have-you, everybody still thinks 
of dollars. 
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Senator Ecron. What can we do about it? 

Senator Kiiegore. Control inflation. 

Mr. Marxnam. There is no hedge against inflation, except to 
maintain the financial integrity of the Government. I doubt very 
much if any of us can find a farmer or a laborer who would like to 
return to any specific date, be it last week, last year, or 5 years ago. 

Senator Ecron. Everybody realizes they cannot return to any 
date; they have got to go on. 

Senator Kircore. We are going to have to go up on the floor now, 
gentlemen. Inasmuch as the House has not cut your figure, so far, 
you should be able to continue with vour present drives until the 
situation develops whre you are going to come to us for a deficiency. 
At that time you will have to justify it. I think there is no need for 
any further justification. I think everybody realizes the desirability 
of having our national debt self-contained, within our country. For 
that reason, I think all work of this kind is most meritorious. 


SUMMARY OF SALES: AND REDEMPTIONS 


We will put in a summary of sales and redemptions at ‘his point. 
(The summary referred to follows:) 
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Senator Kincorre. We 
afternoon. 


will recess at 









this time until 2:30 this 
AFTER RECESS 
TREASURY DEPARTMENT 
BureAv OF ENGRAVING AND PRINTING 


STATEMENTS OF A. W. HALL, DIRECTOR, BUREAU OF ENGRAVING 
AND PRINTING; H. J. HOLTZCLAW, ASSOCIATE DIRECTOR, 
BUREAU OF ENGRAVING AND PRINTING; C. E. DEERY, CHIEF, 
OFFICE OF BUDGETS AND ACCOUNTS, BUREAU OF ENGRAVING 
AND PRINTING; A. J. WILSON, BUDGET OFFICER, OFFICE OF 
BUDGETS AND ACCOUNTS, BUREAU OF ENGRAVING AND 
PRINTING; AND G, L. CAKE, ASSOCIATE COMMISSIONER OF 

ACCOUNTS, BUREAU OF ACCOUNTS, TREASURY DEPARTMENT 








AMOUNT REQUESTED 






Senator Kincorre. The subcommittee will come to order. 
This afternoon we will hear from Director Hall and his associates, 
of the Bureau of Engraving and Printing. 

Before the committee proceeds, I think it would be well to insert 
in the record at this point the justification and other data filed, in 
support of the 1952 estimate of funds to operating the working capital 
fund authorized by Public Law 656 and effective July 1, 1951. 

(The justification referred to is as follows:) 


Standard classificalion schedule 








Estimate 1951 | 






crease (+) 
Increase (+ ee 










| \Distinctivel «..; Amount or decrease | (—) 1952 
Standard classification | } paper for | ote ne (—) “9 onl | estimate 
Salaries and| United ~~ | be House | pared sith | compared 
expenses | States cur- | | OF ome | es mae , | with bill 
| | rency and | | 1951 | 
securities | 
erent | antennae | ates tea ae ——_—___—_—____—- a ~- 
Personal services: depart- | 
mental... ._- : $15,875,482 | $66,105 |...... _---|—$15, 941, 587 |. 
Travel... ae 1, 100 100 | : , —1, 200 }_..... 
Transportation of things 54, 500 97,479 |...-... niPiimeesyitien —151, 979 |_. 
Communication services 10, 900 75 | —10, 975 |_- 
Rents and utility service 79, 000 | i e | —79, 000 | 
Printing and reproduction 6, 500 |....-. | : —6, 500 | 
Other contractual services 13, 000 | 100 | —13, 100 
Services performed by other | | 
nck. c0ec es da nhs. ansteedbedaben 2, 000 | ‘ —2, 000 |_. 
Supplies @nd materials. _.- 2,394,518 | 2, 254, 141 | wanscfeeenne--e---| —4,648, OBR)... 
Equipment. - . 200, 000 ncesedlanhe er" : | —200, 000 |.....- 
Investments and loans ‘ See $3, 800, 000 | $3, 000, 000 +3, 800,000 | —$800, 000 
Total appropriation 





| 
or estimate 18, 635, 000 | 2, 420, 000 | 3,800,000 | 3,000,000 | 17, 255, 000 —800, 000 


492 TREASURY AND POST OFFICE APPROPRIATIONS, ‘1952 


BUREAU OF ENGRAVING AND PRINTING 
CONTRIBUTION TO BUREAU OF ENGRAVING AND PRINTING FuND 


(Estimate 1952, $3,800,000) 


SALARIES AND EXPENSES 
(1951 acts, $18, 635, 000) 


DistincriveE Paper ror Unirep States CURRENCY AND SECURITIES 
(1951 acts, $2,420,000) 
(House hearings, p. 249; bill, page 7, line 3) 
AMENDMENT REQUESTED 


Page 7, line 6, strike out ‘‘$3,000,000” and insert in lieu thereof “$3,800,000”, 
the estimate. 
HOUSE REPORT 


“After a thorough investigation of all the factors involved, including a study of 
the effects of the proposed financial changes on all of the bureaus of the Treasury 
Department, the committee has approved appropriation language in the bill that 
will enable the Bureau of Engraving and Printing to operate a working capital fund 
authorized by Public Law 656 (approved August 4, 1950). There is included in 
the bill $3,000,000 to provide the necessary cash required to cover the cost of 
operations until such times as funds are recovered through reimbursements from 
other bureaus and agencies of the Government for work produced. 

“The committee has made a reduction of $800,000 in the estimate because it 
believes $3,000,000 cash advance will be sufficient. The average monthly cost of 
personal services is approximately $2,000,000 leaving a margin of $1,000,000, 
not including accounts receivable estimated to exceed $900,000 on June 30, 1951. 
These amounts which will be due from other Government agencies should be 
collected during the month of July, which should provide the Bureau with 
$1,900,000 cash above the payroll costs during the first month of operations, 
not including any amounts that may be collected for work delivered during July. 
This amount is deemed to be sufficient for other expenses including the purchase 
of supplies and materials during the first month, much of which will not require 
outlays of cash until some time after purchase orders have been issued, 

‘Under this plan the Bureau of Engraving and Printing will receive reimburse- 
ments for all work done for all of the bureaus in the Treasury Department as well 
as for all other Government agencies. In the review of the 1952 budget estimates 
submitted for all of the bureaus in the Treasury Department, the committee has 
approved all of the amounts requested to reimburse the Bureau of Engraving and 
Printing for work needed during the 1952 fiscal year. 

‘The committee is not satisfied with the statement of financial condition sub- 
mitted by the Bureau because it believes that the depreciated value of plant 
machinery and equipment is capitalized too low. These valuations should be 
restudied and a more realistic value placed on the books which will enable the 
Bureau to fund its depreciation on a realistic and businesslike basis. The com- 
mittee does not intend to approve funds for the replacement of equipment or the 
purchase of new equipment for the Bureau of Engraing and Printing that will 
be needed in the ordinary, regular course of operations. Consequently, in order 
that the Bureau may be enabled to fund its depreciation in a wholly acceptable 
and satisfactory manner, a value must be placed on its plant machinery and equip- 
ment which will coincide with present day market values more closely than the 
figures submitted indicate. 

“The committee has eliminated as unnecessary the proposed language which 
reads as follows ‘Provided further, That hereafter said fund shall be available for 
the purchase (for replacement only) and hire of passenger motor vehicles.’ 

“The act which provides for the establishment of the Bureau of Engraving and 
Printing fund (Public Law 656, 81st Cong.) states in section 2 (d) that the ‘fund 
shall be available without fiscal year limitation for financing all costs and expenses 
of operating and maintaining the Bureau subsequent of June 30, 1951’ (italies 
supplied) and the committee does not propose to amend it so soon after enactment 
and before it becomes operative.” 
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JUSTIFICATION 


As indicated by the committee’s report, their conclusions with respect to the 
determination of $3,000,000 as a working capital fund were based primarily upon 
an average monthly personnel cost of approximately $2,000,000, together with 
a consideration of monthly expenditures for other purposes, offset by estimated 
receipts for the corresponding period. Under ordinary circumstances the normally 
monthly operations would serve as a positive guide, however, under existing pay- 
roll procedure, there are 26 pay periods annually, consequently, it is not sufficient 
to use the average monthly expenditure to determine the requirements for each 
month of the year. Since the months of July and August have 5 pay periods, 
the total expenditures for this period are estimated to be $6,350,000 as compared 
with an expenditure of $5,200,000 for an average 2-month period. 

Estimated receipts, including $900,000 from accounts receivable outstanding 
as of July 1, 1951, will not exceed $3,500,000 which will be available for expendi- 
ture during the months of July and August. It is apparent, therefore, that the 
expenditures will exceed the receipts by approximately $2,800,000. With a 
working capital of $3,000,000 the cash balance would be only about $185,000. 
This low cash balance, existing in certain periods of the year, would not provide 
for emergency conditions during Which strategic operating materials in short 
supply must be purchased in sufficient quantities to insure continuous production. 
Working capital must be available for such abnormal conditions in order that 
delivery of the various products of the Bureau may be made in aceordance with 
the requirements of the departments and agencies. 

The economic operation of the Bureau of Engraving and Printing must, of 
necessity, be based upon the employment of a minimum of manpower and constant 
maintenance of production equipment in first-class condition in order that the 
unit costs can be maintained at the lowest possible level. Any lack of capital 
which interferes with the flexibility of management will contribute to unnecessary 
administrative and other operating costs. Since the proposed working capital 
fund type of operation for the Bureau of Engraving and Printing has for its main 
purpose, economies in the manufacture of currency, United States securities and 
other classes of work, it is most essential that sufficient cash be provided to insure 
the operational freedom necessary to the attainment of these objectives. This 
operational freedom is particularly important to management since the peaks and 
valleys in production and deliveries, not controllable by the Bureau or the various 
departments and agencies, results in irregular expenditures for personal service 
and raw materials and receipts of cash. It seems essential to point out that since 
funds appropriated for this purpose are not expendable and do not, in the final 
analysis, constitute a charge against the general fund, any failure to provide 
sufficient working capital to guarantee the most economical operation of the 
Bureau of Engraving and Printing would be unwise as well as costly. 

In view of the foregoing, it is respectfully requested that the eut of $800,000 
be restored to insure the performance of the Bureau’s operations on an efficient 
and economical basis. 

GENERAL STATEMENT 


The Bureau of Engraving and Printing was established by act of Congress on 
July 11, 1862. The Bureau designs, engraves, and prints currency, bonds, 
stamps commissions, certificates, and various other forms of engraved documents. 

In prior years the Bureau has been financed by both direct appropriations and 
reimbursements. However, the enactment of Public Law 656 of August 4, 1950, 
provides for a working-capital-fund method of financing the operations of the 
Bureau of Engraving and Printing, placing all operations on a completely reim- 
bursable basis, and providing for business-type accounting and budgeting pro- 
cedures. The legislation was submitted to the Congress as the result of a joint 
survey of the fiscal activities of the Bureau by representatives of the General 
Accounting Office, Bureau of the Budget, and Treasury Department as part of 
the joint program for improving accounting and fiscal processes in the Federal 
Government. 


JUSTIFICATION FOR WORKING-CAPITAL-FUND APPROPRIATION 


The working-capital fund to be created will include all assets and liabilities of 
the Bureau as of July 1, 1951, except land and buildings and any unexpended 
balances of appropriations. The adoption of this procedure will necessitate the 
appropriation of a certain amount of working-capital cash to cover the cost of 
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operations until such times as funds are recovered through reimbursements for 
work produced. 

In computing the amount of cash required, it is necessary that consideration 
be given to certain relevant factors associated with the production of an expand- 
ing work program for the fiscal year 1952. Cash receipts have been synchronized 
with disbursements to the fullest extent possible, and the appropriation requested 
has been reduced to the lowest amount that sound management can safely recom- 
mend. 

According to the best possible estimates at this time, the production program 
for the fiscal year 1952 will amount to approximately $31,000,000, or an average 
expenditure of about $2,600,000 for each monthly period. As developed in the 
following statement, cash will be required to meet liabilities incurred in the pur- 
chasing of supplies and materials used in the production processes and expendi- 
tures for personal services before consideration can be given to collections for 
outstanding accounts receivable. Further, it is anticipated that generally the 
cost. of work delivered in one month will not be recovered until the middle of the 
following month. If necessary, however, it is preposed to bill and collect for 
deliveries of major classes of work, such as United States currency, semi-monthly 
in order to keep working-capital requirements at a minimum. 


Statement showing cash receipts, disbursements, and balances for July and August, 
- fiscal , year 1952, based on an appropriation of f $3, 000,000 


‘aointe | Disburse- | Cash 
Receipts ments | balance 
JULY 
; i ; 
Appropriation to a capital fund ia eaaedaians $3, 000, 000 |_- ese 
Accounts receivable outstanding June 30, 1941 ‘ CRN Hh ce ica. eas. 
Collections for United States currency delivered during period July 
1-15, 1951- oe slate tains tata ain a | 670, 000 of ape B= a 
July payrolls (2 gent $1, 800, 000 |..._.....-.. 
Materials (including $200,000 accounts payable outst: nding June 30, | | 
1951) Tides sara rai seein) I te 
Guard force, Bureau ‘of Standards, ete <a * : 450, 000 |_. * 
Pens 6 SNn Gers bl ella Cc Uh dan cas nascenkcet tie dot TAR 3, 050, 000 $1, 520, 000 
} | i 
AUGUST 
| 
Collections for United States currency delivered during period July | | 
0 Oi A Bn BD ciindnts on btitinadin abet dette JaSnboctinncnde tone D BORD Bdetemennwe aed 
Collections for one-half all other work delivered in a ee SED -L- cctetashrieeatandinseodamecets 
August payrolls (3) _ - Pee a ee a aati wades anacedewnkes thea me fo ahah fale ii” Gy VOW Ee Toacccvetaasa 
Materials. _........- Sissi cate. Meese. ste lediieceataawes EEE 000, 00014. 5. a.cs cue. 





6, 535, 000 6, 350, 000 185, 000 





e 
a 
é 
7 
; 
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Statement showing net change in unit cost rates for each class of work for 1951 and 
1952 as compared to actual 1950 rates 


BOE co | 
| Unit cost rates | 


Increase (+) or decrease (—) 


Class of work by activity | ] 
| Re | 1951 over | 1952 over | 1952 over 

95 9 OF | { | 

er 1952 | 1950} «1950 | =s1951 


Printing of currency: 
United States ; 75659 |$10. 87000 $10, 68431 |+$0. 11341 |—$0. 07228 | —$0. 18569 
Federal Reserve - - - - . 18906 | 12.00290 | 11.94676 | +. 81384 | +.75770 | —. 05614 
Other Way en 16239 } 


Printing of stamps: 
Internal revenue: 
Plate-printed: 
Flatbed: 
Bottle strip 31979 . 37538 34432 ~. 05559 +. 02453 03106 
Oleomargarine 89543 
Snuff ; . 77579 $5024 SO898 | +.07445 03319 ~. 04126 
Tobacco 4 372: 
Miscellaneous f R3105 78913 +. 07179 | 02087 ~. 04199 
Rotary: Playing cards 32677 33933 33227 . 01256 +. 00550 ~. 00706 
Offset-printed: | 
Bottle strip. _-- . 26050 . 27133 . 26618 +. QLLR3 +. 00668 00515 
Cigarettes . 05517 . 05029 04955 00488 | —. NCH62 ~. 00074 
Cigars 21470 . 22420 21991 00950 00521 00429 
Fermented malt liquor . 84316 . B8295 . 86736 -. 03979 +. 02420 -. 01559 
Tobacco . 25707 . 26901 . 26416 01194 . 00709 -. 00485 
Miscellaneous | 30953 32183 31535 01230 OO582 00648 


Average 10581 . 09976 . 09801 ~. C0605 —, (O780 OO175 
United States postage 14055 . 13997 . 13993 | 00058 | 00062 00004 
Other 67483 87121 11487 19638 | +.44004 +. 24366 


Printing of paper checks, commissions, 
certificates, ete.: 
Checks (paper) j ). 39153 ». 24954 
Commissions, certificates, ete.: 
Plste-printed . YRS825 57. 85790 | 4 81617 
Offset-printed 25. 49076 | 24. 86622 5 +5. 22431 
Certificate of naturalization 38 39167 | 35, 64782 + +. 44112 


-. 08360 -. 14199 


Averoge._. ( 93649 55307 1, 83397 $5055 


Printing of bills, bonds, debentures, 
notes, etc 25 28. 29565 | 30. 02094 +! 5 16106 
Purchase of card checks 2. 30 2. 30 2.30 


81916—51—32 
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Statement showing comparison of all deliveries in 1950, 1951, and 1952 


Class of work by activity 


Printing of currency: 
United States... 
Federal reserve 
Other 


Printing of stamps 
Internal revenue: 
Plate-printed: 
Flatbed: 
Bottle strip 
Oleomargarine 
Snuff 
Tobaceo 
Miscellaneous 
Rotary: Playing cards_- 
Offset-printed 
Bottle strip 
Cigarettes 
Cigars 
Fermented malt liquor 
= bacco 
Miscellaneous 


Total 
United States postage 
Other 


Printing of paper checks, commissions, certificates, etc.: 


Checks 

Commissions, certificates, ete.: 
Plate printed 
Offset printed 

Certificates of naturalization 


Total 


Printing of bills, bonds, debentures, notes, etc 


Purchase of card checks 


Total 


21, 217 


1950 actual 


Pieces 
1, 260, 000, 000 


383, 724, 000 | 


6, 940, 000 


76, 153, 100 | 


39, 202, 175 
20, 579, 520 
24, 477, 920 
83, 926, 752 
74, 152, 000 


1, 191, 133, 550 | 


17, 737, 127, 900 


181, 301, 560 | 
48, 070, 292 | 


1, 376, 245, 860 
364, 781, 761 

, 152, 390 
20, 883, 126, 204 
289, 270, 900 


48, 183, 265 
236, 159 
9, 140, 506 
179, 000 
57, 738, 930 


79, 312, 519 
240, 049, 993 


44, 417, 314, 936 


1951 estimate 


Pieces 
1, 560, 000, 000 
468, 000, 000 


y 


_ 


, 500, 000 


2, 302, 400 


96, 696, 000 
80, 000, 000 


1, 435, 000, 000 
20, 000, 000, 000 
206, 000, 000 
61, 000, 000 

, 486, 800, 000 
481, 502, 200 


23, 9438, 800, 600 
20, 223, 288, 000 
336, 835, 000 


60, 432, 650 
211,373 


16, 054, 546 
240, 000 


76, 938, 569 


86, 939, 550 | 


213, 998, 385 


46, 909, 800, 104 


1952 estimate 


Pieces 
1, 500, 000, 000 
396, 000, 000 


94, 500, 000 
2, 302, 400 


96, 696, 000 
80, 000, 000 


1, 435, 000, 000 
20, 000, 000, 000 
206, 090, 000 
61, 000, 000 

1, 486, 800, 000 
481, 502, 200 


23, 943, 800, 600 
20), 196, 788, 000 
235, 620, 000 


61, 556, 650 


211, 825 

15, 715, 977 
230, 000 

77, 714, 452 


106, 319, 450 


46, 676, 770, 475 
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Statement showing costs by activities for fiscal years 1950, 1951, and 1952 


1950 actual | 1951 estimate | 1952 estimate 


Printing of currency: 
United States Siteubecs Bc : $13, 553, 305 $16,957,198 | $16, 026. 449 
Foderal Reserve eeenuanes ------| 4,293,512 | 5,617,359 | 4,730, 917 
119, 107 


Printing of stamps: | 
Internal revenue: 
Plate-printed: 
Flathed: 
Bottle strip. 
Oleomargarine 
Snuff... 
Tobacco 
Miscellaneous 
Rotary: Playing cards... . } 24, 27, 582 
Offset-printed: | | 
Bottle strip 
Cigarettes __. 
Cigars 
Fermented malt liquor 
Tobacco. 
Miscellaneous 


, 039 
, 165 


3, 002 


969 
O46 

5, 302 
52, 909 
759 

, 843 

Total 

United States postage 
Other 


626 
127 


2, 686 


Printing of paper checks, commissions, certificates, ete.: 
Checks 
Commissions, certificates, ete.: 
Plate printed 
Offset printed 
Certificates of naturalization 
Miscellaneous services and materials 


701 


374 
797 
, 199 


2, 055 





20, 126 


Printing of bills, bonds, debentures, notes, ete... _- 


810 
Purchase of card checks 


214 


a yy see and maintenance of incinerator and space utilized 
»y other agencies recovered direetly ; 


324, 500 
Total. .... 


3], 036, 485 
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Statement of operating costs, fiscal years ending June 30, 1951 and 1952 








Direct labor 


‘(st atimate] 
co ae =a 


Indirect cost: | 
Salaries and indirect labor ; 
T ravel i 
Telephone and tele graph. 
Electric current purchased 
Guard service - 
Services pe srformed by other Government agencies 
Other contractual services - ; 
General supplies 
Office supplies and printing 
Freight, express, and parcel post 
Fuel—motor vehicles 
Minor plant machinery and equipme nt ee" | 
Minor furniture and fixtures.. 
Depreciation—plant machinery and equipment 
Depreciation—motor vehicles _- 
Depreciation—office machines 
Depreciation—furniture and fixtures 
Repair parts and supplies—buildings 
Repair parts and supplies—plant machinery and equipment 
Repair parts and supplies—motor vehicles 
Repair parts and supplies—furniture and fixtures 


Direct materials used 


Total indirect cost 


Charges to operations for fiscal year 


Add: Work in process inventory July 1 


Less: Work in process inventory June 30-. 
Total operating cost for fiscal year 


Cost applicable to: 
Engraving and printing production 
Operation and maintenance of incinerator and space ‘utilized by ‘other 
agencies recovered directly. a, tee le : ae 
Purchase of card checks--....-...-- 








$20, 259, 483 


~ 1, 185, 299 | 


36, 067, 007 


1951 estimate 


145, 000 | 
398, 560 
43, 500 


20, 000 
100, 000 
1, 800 | 
6, 100 
25, 000 
186, 472 





1952 estimate 


$19, 164, 952 





4, 103, 600 
1, 500 

20, 000 
145, 000 
398, 560 
43, 500 

1, 154, 057 
20, 000 
100, 000 
1, 800 

6, 100 

25, 000 
183, 270 





4,711 
4, 144 
21, 619 
95, 000 
300, 000 
6, 500 
1,000 | 


6, 801, 905 


32, 847, 623 | 
2, 219, 384 | 


2, 652, 384 | 


32, 414, 623 | 


5, 231 
4, 144 
21, 619 
95, 000 
300, 000 
6, 500 
1, 000 


6, 635, 881 
"31,036, 485 
2, 652, 384 

33, 688, 869 

2, 652, 384 


ES 036, 485 5 





31, 597, 926 | 


324, 500 
492, 197 


32, 414, 623 


30, 204, 771 


324, 500 
507, 214 


31, 036, 485 
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Statement of sources and application of funds, fiscal years ending June 80, 1951 and 


FUNDS APPLIED 
To acquisition of assets: 
Purchase of plant machinery and equipment. 
Purchase of motor vehicles gt entiteeiaiead 
Purchase of office machinery___......___- 
Purchase of furniture and fixtures 


Total 
To expenses: 
Cost of engraving and printing deliveries (statement B) 
Less depreciation written off__...__. ‘ 


Total..... : 
Cost of pure hase of card checks. 


| 
Cost of operation and maintenance of incinerator and space utilized by | 


other agencies recovered directly - 


Total applied to expense 
To unexpended balances sent to certified claims account 
To increase in working capital: 
Cash 
Other working capital items 


Total increase in working capital (met) _..__- 
Total funds applied 
FUNDS PROVIDED 


By income (statement B): 
Engraving and printing sales 
Other income._..--...- oa 


Total provided by income 
By appopriation from U. 8. Tre asury: 
Regular appropriat ion. eo 
To provide working capital 
By devrease in working capital: 
Cash ety 
Other working capital items_- 


Total decrease in working capital (net) 


Tota] funds provided... 


EFFECT ON BUDGETARY EXPENDITURES 


Checking account expenditures: Increase (—) or decrease of cash in Treasury 


checking account 
General and special account e me megs 
Advance from working —- fund_. 
Appropriated funds . 


Net effect on budgetary expenditures 


RESTORATION OF HOUSE 


1951 estimate 


1952 estimate 


$191, 


4, 
21, 


183 | 


14 | 
619 | 


216, 946 | 


597, 926 | 
216, 946 | 


. Y8O 


2,197 | 


324, 5 


32, 197, 
1, 468, 


00 | 


677 | 


840 | 


Sass | a 


33, 883, 


463 | 


76, 694 | 


, 350 | 


77, 044 | 


20, 437, 
2, 358, 
(1, 090, 
1, 268, 


33, 883, 


$22, 304, 


CUT REQUESTED 


579 | 
904 
064) 
840 


463 


560 


Senator Kitcorr. The estimated cash requirement was $3,800,000 
and the House allowed $3,000,000, a reduction of $800,000, which I 


understand you would like to have restored. 
Mr. Hatt. Yes, sir. 


Senator Kitcorr. You have a prepared statement, 


Mr. Hall. 


May I tell you that you may put your prepared statement in the 
record and then high-light any parts of it that you like, or you may 


read it. 
Mr. Hatt. It is rather lengthy. 
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Senator Kiueore. I think that you can save a lot of time by putting 
the statement in and then high-lighting it as you see fit. 
Mr. Haut. I will do that. 


(The-statement referred to is as follows: ) 


INTRODUCTORY STATEMENT oF A. W. HAtt Director, BurRBAU oF ENGRAVING 
AND PRINTING 


Mr. Chairman, the Bureau of Engraving and Printing is a manufacturing 
establishment which designs, engraves, and prints currency, securities, postage 
and revenues stamps, checks, military commissions and certificates, and other 
classes of engraved work for the various Government agencies, the Board of 
Governors of the Federal Reserve System, and insular possession of the United 
States. 

SOURCE OF FUNDS 


Operating funds for these functions are currently obtained from the following 
sources: ; 
1. Annual appropriations by Congress for the production of United States 

eurrency for issuance by the Treasurer of the United States; revenue and 
customs stamps for the Bureaus of Internal Revenue and Customs, re- 
spectively; and miscellaneous checks, commissions, certificates, etc., for the 
Government agencies as a whole. 

2. Reimbursements from the Bureau of Public Debt for the printing of 
savings bonds and other securities, as well as from other departments, 
agencies, and corporations for the printing of postage stamps and special 
requirements on order. 

3. Reimbursements from the Board of Governors of the Federal Reserve 
System and insular possessions of the United States for the printing of cur- 
rency and securities. 

The inherent difficulties of administrative management and maintaining ac- 
countabilitv economically under the present system are obvious. While rela- 
tively satisfactory results have been accomplished, the desire for a better method 
of financing has been the source of considerable study during the past several 
years. More recent emphasis on management improvement and related account- 
ing and budgetary procedure in the Federal Government culminated in a joint 
survey of the Bureau by representatives of the General Accounting Office, the 
Bureau of the Budget, and the Treasury Department. As a result of the extensive 
detailed study of the operations, the Survey Committee concluded the administra- 
tion of the Bureau would be enhanced greatly if all services were performed on 
a completely reimbursable basis. 


PROVISIONS OF WORKING FUND ACT 


After due consideration of the recommendations of the Survey Committee, the 
Department sponsored proposed legislation requesting the authorization for the 
establishment of a working-captial fund which would remain available without 
regard for fiscal year limitation for the operation of the Bureau. The proposed 
bill was passed by the Congress and approved on August 4, 1950, as Public Law 
656. 

The provisions of the act are summarized briefly as follows: 

1. There is established, as of July 1, 1951, a working-capital fund which will 
consist of (a) the initial appropriation requested in the justification before your 
committee, (b) current accounts receivable representing.amounts due from other 
agencies for work delivered in the prior year, (c) inventories on hand of raw 
materials, work-in-process and finished goods, and (d) plant machinery and equip- 
ment, motor vehicles, and other physical assets, exclusive of land and buildings. 
The liabilities will consist principally of accounts payable for material and personal 
services obligated for in the previous year. 

2. The Bureau will be reimbursed for all work or services performed. 

3. A completely revised accounting system generally applicable to manu- 
facturing operations has been developed in collaboration with the General Ac- 
counting Office and the Bureau of Accounts of the Treasury Department, and 
installation was begun July 1, 1950. 

4, The General Accounting Office is required under section 6 of the act to audit 
the financial transactions, accounts, and reports of the fund and submit an annual 
report to the President, the Congress, and the Secretary of the Treasury. 
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5. A business-type budget will be prepared and submitted each year. 

The benefits resuiting from the revised methods accrue to the Congress and the 
Bureau of the Budget, as well as to the Bureau of Engraving and Printing. The 
Congress will have a clear and complete picture of the financial condition and 
operations of the Bureau, ineluding the full cost and expenses of all work produced. 
Also, management will be aided by having a financial program on a less compli- 
eated and more understandable basis for the most intelligent planning and execu- 
tion of the program. 

When the budget estimates for the fiscal year 1952 were prepared it was antici- 
pated that the production program for that year would amount to approximate y 
$31,000,000, which would necessitate an average monthly expenditure of about 
$2,600,000 to meet payrolls and to p*y for materials and supplies purchased. 

As outlined in the Bureau’s justification for the working capital fund, cash 
receipts were synchronized with disbursements to the fullest extent possible in 
arriving at an estimate of $3,800,000 requested as an appropriation to the fund 
to cover these expenditures during the period which will elapse from the time work 
is commenced until the date funds are recovered through reimbursememt for such 
work. However, in reporting the bill covering the appropriation to be used by 
the Bureau of Engraving and Printing as a working capital fund, the Committee 
on Appropriations of the House of Representatives reduced the amount of the 
original request by $800,000. 


EFFECT OF HOUSE REDUCTION 


If the $800,000 cut is not restored it is felt that the working capital will be in- 
sufficient to meet recurring expenditures for payrolls, vouchers covering materials 
purchased, ete. This in effect would necessitate billing the agencies more than 
once a month for nearly all work delivered, or securing advances of funds for work 
to be performed. The adoption of either procedure would result in the cost of 
colléctions becoming so great that the entire accounting system would be eumber- 
some, unbusinesslike, and uneconomical and not in accordance with the purposes 
and intent of the revolving fund method of financing. 

Consideration should also be given to the fact that while the Bureau’s work is 
spoken of as a business-type operation, it is unlike commercial firms in that it does 
not have recourse to short- or long-term borrowing if working capital is inadequate 
for carrying on operations. The Bureau has no option but to go to Congress for 
any increase in the capital fund that may be needed. Such a procedure would 
require a considerable lapse of time before additional capital could be made avail- 
able to the Bureau. Furthermore, because of its volume and the necessity of 
being assured of uniform raw materials of a specialized technical nature, the 
Bureau must be in a position to obtain stocks of operating materials deemed 
sufficient to meet any unforeseen substantial increases in demands of the req- 
uisitioning agencies. 

Working capital, therefore, should be large enough to permit sufficient flexibility 
in procurement activities and at the same time allow the purchase of materials at 
the most opportune times. 

The Bureau, like any large industrial plant, has peaks and valleys in the 
amounts expended for personal services and materials. While an attempt is 
made to have the agencies for whom work is performed schedule their requirements 
evenly throughout the year, it is not always possible to do this because of condi- 
tions over which the agencies have no control. 

For example, (1) the demand for postage stamps is much greater prior to 
Christmas than at other times during the year, (2) the requirements of the Board 
of Governors of the Federal Reserve System are based on orders received from the 
member banks whose demands in turn are based on the economic conditions in 
their particular section of the country, (3) the requirements for Treasury bonds are 
predicated on the financial requirements of the Treasury Department, and (4) the 
requirements for revenue stamps are based on the demands of the various manu- 
facturers. Nevertheless, the Bureau endeavors to provide for an even distribution 
of the workload over the year in order to hold the fluctuation of manpower to a 
minimum. This practice eliminates the necessity of hiring and dismissing em- 
ployees at intervals during the year for such hiring and firing is not only costly but 
has a retarding effect on production, not to mention the effect on the morale of the 
employees. By following this practice, orders for the delivery of finished work do 
not necessarily coincide with production output and, as a result, inventories of raw 
materials, work in process, and finished goods may be increased at times and 
result in a temporary reduction of cash on hand until such times as the work is 
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delivered, bills rendered, and collections made. Based on experience, disburse- 
ments have at times exceeded receipts by as much as $1,000,000. 


OTHER FACTORS AFFECTING 1952 RUDGET 


Subsequent to the preparation of the unit costs for fiscal year 1952 the Bureau 
was advised by the Board of Governors of the Federal Reserve System that it 
will require an additional 20,000,000 sheets of Federal Reserve notes, at a cost of 
approximately $2,500,000 in 1952.as compared with the quantities included in 
the production program for that year. In addition, some material prices have 
risen sharply and some wage board employees have been granted increases in 
wages. All of these factors will tend to increase the normal outlay of cash each 
month required to meet recurring operating expenses, 

I would also like to point out that the appropriation for working capital will 
simply represent authority to draw on the Treasurer of the United States a 
sufficient amount of cash to pay for current expenditures until such times as it 
can be redeposited when reimbursements are received for work delivered. The 
fund will always remain intact inasmuch as the amount appropriated will be 
reflected in the cash account, accounts receivable, or inventories of raw materials, 
work in process, or finished goods. 

In view of the foregoing, it is hoped that the cut of $800,000 made in the House 
bill will be restored to insure that operations of the Bureau can continue to be 
carried on in an economical manner. 


Mr. Hatt. In setting up the working capital fund as required by 
Public Law 656, approved August 4, 1950, which put the Bureau on a 
completely reimbursable basis, we estimated our cash needs to be 
$3,800,000. The House reduced that figure by $800,000. We feel 
that unless $800,000 is restored, we will have to resort to unusual, 
costly, and perhaps unnecessary accounting procedures, to keep our 
cash at a level where it will meet our needs. 


RECORD OF PRINTING AND ENGRAVING DONE AND COST 


Senator Kiicorer. Could I ask you to put in the record—and you 
can do it later—just how much work you do on printing and engrav- 
ing, of a governmental nature, what things you handle, how many 
pieces, and all the various costs entailed? 

Mr. Hau. We can insert that. 

(The information referred to, subsequently supplied, appears on 
pages 495-497.) 





SCOPE OF WORK 


Senator Kincorr. We have an estimate for 3 vears. 

Mr. Hau. With the heavy fluctuations in the demands of the 
various issuing agencies, it is possible that the fund, from time to 
time, may be represented in completed products, work in process, 
accounts receivable, etc. 

Senator Kitcore. Do you furnish savings stamps? 

Mr. Hatu. Yes, sir. 

Senator Kiiucors. Bonds? 

Mr. Hatt. Yes, sir. 

Senator Kitcore. Notes? 

Mr. Hau. Postage stamps, revenue stamps and liquor stamps. 

Senator Kircore. What else do you furnish? 

Mr. Hat. That covers the major items. In addition to the cur- 
rency of course. 

Senator Kircorre. Do you furnish discharge certificates for the 
armed services? 

Mr. Hatt. Yes; sir. 





ue 


Ae Mais Mesias, 
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Senator Kitcorr. What other things besides what you have listed 
do you furnish? 

Mr. Hau. We produce certificates of award of the Congressional 
Medal, Medal of Honor, the Purple Heart, and so forth. We also 
print Certificates of Naturalization, Disbursing Officers’ checks, Navy 
and Army Officers’ Commissions, and a great variety of other work. 

Senator Kitcore. | think all of those ought to go in the record. 

Mr. Haut. I think they are listed in the statement. 


QUESTION OF PHOTOSTATING 


Senator Kircore. The publications of your Bureau are by law 
forbidden to be photostated? 

Mr. Hauu. The photographing of all securities is forbidden by law. 

Senator KitGorr. How about discharges? 

Mr. Hau. I do not think they are classified as a security. 

Senator Kitcore. I think everything you put out is forbidden by 
law to be photostated for use. 

Mr. Hau. That may be true. 

Senator Kitcore. Will you put the information on that in the 
record? 

Yes; you can photostat, but I know a short while ago it was illegal 
to photostat a discharge certificate for general circulation. You could 
photestat it for official recording, but only for that purpose. That 
applies to places where they had photostating machinery. 

Mr. Haut. | will have to check into it. I thought the law applied 
only to Government securities. 

Senator Kirgore. I would appreciate very much to get that in the 


record. It may help a whole lot of us in regard to questions that are 
asked later. 
(The information referred to is as follows:) 


LAWS AND REGULATIONS RELATING TO THE PHOTOSTATING OF OBLIGATIONS AND 
OrHER DocuMENTS PRINTED AT THE BUREAU OF ENGRAVING AND PRINTING 


Title 18, United States Code, section 474 provides: 

“Whoever prints, photographs, or in any other manner makes or executes any 
engaving, photograph, print, or impression in the likeness of any * * * obliga- 
tion or other security [of the United States], or any part thereof, or sells any such 
engraving, photograph, print, or impression, except to the United States, or 
brings into the United States any such engraving, photograph, print, or impres- 
sion, except by direction by some proper officer of the United States. * * * 

‘Shall, be fined not, more than $5,000 or imprisoned not more than 15 years, 
or both.” 

The term “obligation or other security of the United States” is defined by 
title 18, United States Code, section 8, to include all bonds, certificates of indebted- 
ness, national bank currency, Federal Reserve notes, Federal Reserve bank notes, 
coupons, United States notes, Treasury notes, gold certificates, silver certificates, 
fractional notes, certificates of deposit, bills, checks, or drafts for money, drawn 
by or upon authorized officers of the United States, stamps, and other represen- 
tatives of value, of whatever denomination, issued under any act of Congress, and 
canceled United States stamps. 

While title 18, United States Code, section 474, prohibits the photostating of 
United States obligations and securities printed by the Bureau of Engraving and 
Printing, it will be noted that the statute authorizes exceptions to be made by the 
Secretary of the Treasury. The Secretary of the Treasury has, by regulation, 
granted authority to all banks and banking institutions, to members of all estab- 
lished stock exchanges, and to investment bankers and dealers in Government 
securities having membership in the Investment Bankers Association or the 
National Security Dealers Association to make confidential film records of United 
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States securities, checks, warrants, and paper money, and to project such film 
records on a screen. These regulations provide, however, that no prints, enlarge- 
ments, or other reproductions of film records authorized by this section shall be 
made except with the permission of the Secretary of the Treasury, the Treasurer of 
the United States, the Commissioner of the Public Debt, or the Chief of the Secret 
Service, or such officers as may be designated by them (31 C. F. R., pt. 404). 

Black and white reproductions of United States postage stamps of a size less 
than three-fourths or more than one and one-half times that of the genuine are 
permitted by title 18, United States Code, section 504 (b), and regulations issued 
by the Secretary of the Treasury thereunder, but only for philatelie purposes in 
articles, books, journals, newspapers, or albums (including the circulars or ad- 
vertising literature of legitimate dealers in stamps or publishers of or dealers in 
philatelie or historical articles, books, journals, or albums). A portion of the 
border of an internal revenue stamp enlarged four times may be reproduced under 
the same conditions. Black and white reproductions of canceled internal revenue 
stamps attached to documents are permitted by regulations issued by the Secre- 
tary of the Treasury and published in 31 C. F. R., section 402. These regulations 
provide: 

“§$ 402.1 Reproductions authorized. Authority is hereby given to make, hold 
and dispose of black and white reproductions of canceled United States internal 
revenue stamps: Provided, That such reproductions are made, held and disposed 
of as a part of and in connection with the making, holding, and disposition, for 
lawf1l purposes, of the reproductions of the documents to which such stamps are 
attached.” 

Iitustrations of savings bonds and stamps used for publicity purposes in connec- 
tion with savings bonds campaigns are permitted by 31 C. F. R., section 405.1, 
provided the illustrations of stamps are of a size less than three-fourths or more 
than one and one-half in linear dimension of each part of such stamp. The 
making of any reproduction of a savings bond or stamp in any other manner or 
form is not permitted by this regulation. 

There appears to be no statute which would prohibit the photostating of military 
or naval discharge certificates, although the forging, counterfeiting, or falsely 
altering of any certificate of discharge from the military or naval service of the 
United States is prohibited by title 18, U. 8. C., section 498. 

The photostating of official badges, identification cards, or other insignia would 
appear to be prohibited by title 18, United States Code, section 701, which 
provides: 

‘‘Whoever manufactures, sells or possesses any badge, identification card, or 
other insignia, of the design prescribed by the head of any department or ageney 
of the United States for use by any officer or employee thereof, or any colorable 
imitation thereof, or photographs, prints, or in any other manner makes or 
executes any engraving, photograph, print, or impression in the likeness of any 
such badge, identification card, or other insignia, or any colorable imitation thereof, 
except as authorized under regulations made pursuant to law, shall be fined not 
more than $250 or imprisoned not more than six months, or both.” 


Mr. Haty. May I add that the $3,800,000 we are asking for is 
merely authority to draw on the Treasurer of the United States in 
the event we need cash to meet payrolls and pay bills for materials 
and supplies? 

It will always remain intact in one form or another, in either supplies, 
work-in-process, or completed products, or cash. 

Senator Kircors. Or inventory. 

Mr. Haut. It will have to be accounted for at the end of each year. 

Senator Kiieore. Is that not also subject to audit by the General 
Accounting Office each year? 

Mr. Hauu. Yes. We will have a detailed statement prepared for 
the Congress at the close of each year. 

Senator Kinrgorr. That includes the cost of the paper, the ink, 
and all the labor entailed? : 

Mr. Hau. Yes, sir. So $3,800,000 does not take money out of 
the general fund. It just allows us to draw on the Treasurer as we 
need cash until such times as it can be redeposited when reimburse- 
ments arereceived. 
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Senator Krngore. Certain parts of your fund are reimbursable are 
they not? 
BUREAU ON REIMBURSABLE BASIS 


Mr. Hauu. The entire bureau will be on a reimbursable basis, 
beginning July 1. 

Senator Kitcore. So anything you furnished to various agencies, 
the Armed Services, for example, for discharges, will be reimbursed? 
Or the Post Office Department, or the Treasury Department? 

Mr. Hatt. Yes, sir. 

Senator Kitgore. You are asking to run through the end of the 
fiscal year and such funds will be reimbursed to you through the 
various other appropriations? 

Mr. Hatt. Yes, sir. 

Senator Ecron. Mr. Chairman, I would like to ask Mr. Hall about 
this. All these other agencies come in here and they ask for addi- 
tional appropriations to take care of some of these things that you 
mentioned. That is, to reimburse your department for work that 
you do for them. 

What I want to know is: Where are we going to get off as the com- 
mittee? If it is necessary to increase their appropriations, then how 
should we treat your appropriations in that respect? 

Mr. Hauy. There will be no appropriation made to the Bureau. 
The appropriation will be made to the issuing agency. We will 
furnish the issuing agency the unit cost of production, to be used in 
its estimates for appropriation. 

Senator Ecron. That is done on an estimate? 

Mr. Hauu, It will be an estimate, submitted in order that the 
agency may prepare its preliminary estimates for submission to the 
Bureau of the Budget. 

Senator Kincorr. But your appropriation, so-called, will go back 
into the Treasury as you are reimbursed? 

Mr. Hauu. Yes, sir, as soon as reimbursements are received. 

Senator Kitgorr. You have to have the money to run on until 
you are reimbursed, and at the end of the period will equal your 
appropriations? 

Mr. Hatu. That is cgrrect. 


QUESTION OF REVOLVING FUND FOR OPERATING EXPENSES 


Senator Ecron. What the Congress appropriates, that is a revolving 
fund to you for operation expense; is that correct? 

Mr. Hatt. It is an authorization to borrow up to that amount in 
order to meet pay rolls and bills for matureds. 

Senator Haypen. I am more familiar with the Government Printing 
Office than your Bureau. We provide a revolving fund for the Public 
Printer, so that he can operate. Congress appropriates to the various 
agencies of the Government certain sums of money for printing and 
binding. With that authority they place an order with the Public 
Printer to have certain documents printed, certain binding done, or 
whatever it might be. He does the work; he has the money to pay his 
labor for that work. He bills the Department. They reimburse him 
and it goes back into the revolving fund. 

Is that the way you are operating? 
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Mr. Hat. It is very much like our system. The principle is the 
same. The accounting may be on a different basis than ours. 

Senator Hayden. It seems to me it is exactly the same principle in 
the two agencies. 

As you may know, we have this Joint Committee on Printing and 
Binding. The question of compensation comes up, to pay the printers, 
the photographers, and the bookbinders. Do you get the same rate? 

Mr. Hatt. Yes, sir. 

Senator Kircorer. A law was passed, which authorized you to ask 
for appropriations up to $5,000,000; is that right? 

Mr. Hau. That is correct. 

Senator Kirgorr. And $3,800,000, that is what you are asking for 
now with the understanding it is a reimbursable thing which will go 
back into the Treasury, paid for out of the other font appropriated 
to various using agencies? 

Mr. Hau. That is correct. 

Senator Kitcore. We will put a copy of that law 656 in the record 
at this point. 

(Public Law 656 follows:) 


[Pustic Law 656—8Ist Coneress] 
(CuarTrer 558—2p Session] 
|S. 3653] 


AN ACT To provide for financing the operations of the Bureau of Engraving and Printing, Treasury 
Department, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That whenever any work or services are requisi- 
tioned from the Bureau of Engraving and Printing, Treasury Department (herein- 
after referred to as the ‘“‘Bureau’’), the requisitioning agency shall make payment 
therefor from funds available to it for such purposes at prices deemed by the Secre- 
tary of the Treasury (hereinafter referred to as the ‘‘Secretary’’) to be adequate 
to recover the amount of direct and indirect costs of the Bureau, including its 
administrative expenses, incidental to performing the work or services requisi- 
tioned. Requisitioning agencies shall make payment to the Bureau promptly 
on the basis of bills rendered by the Bureau. 

Sec. 2. (a) There is hereby established, as of July 1, 1951, a Bureau of Engraving 
and Printing Fund (hereinafter referred to as the “fund’’). The fund shall be 
capitalized on the basis of— 

(1) an initial appropriation by the Congress to the fund of not to exceed 
$5,000,000 and such additional amounts as from time to time may be appro- 
priated for the purposes of the fund, which sums are hereby authorized to be 
appropriated out of any money in the Treasury not otherwise appropriated; 

(2) all of the receivables and the inventories and other physical assets of 
the Bureau as of the-close of business June 30, 1951, exclusive of buildings 
occupied, land, and the unexpended balances of appropriations made to the 
Bureau, such inventories and other physical assets to be capitalized at fair 
and reasonable values to be determined by the Secretary; and 

(3) assumption by the fund of all of the liabilities of the Bureau as of the 
close of business on June 30, 1951. 

(b) The fund shall assume all of the obligations and other commitments of the 
Bureau outstanding as of the close of business on June 30, 1951. 

(c) The fund shall include all property and other physical assets acquired by 
the Bureau except buildings and land, all amounts recoverable as provided in 
section 1 for the costs of work and services performed by the Bureau, and all other 
amounts receivable by the Bureau from whatever sources derived, including all 
proceeds arising from disposition of any property or other assets acquired by the 
fund. 

(d) The fund shall be available without fiscal-year limitation for financing all 
costs and expenses of operating and maintaining the Bureau subsequent to June 
30, 1951. 
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(e) Any surplus accruing to.the fund in any fiscal year shall be paid into the 
general fund of'the Treasury as miscellaneous receipts during the ensuing fiscal 
year: Provided, That any such surplus may be applied first to restore any impair- 
ment of the capital of the fund by reason of variations between the prices charged 
for work or services and the amount determined to be the actual cost of performing 
such work or services. 

(f) A special deposit account for the fund shall be established with the Treasurer 
of the United States. The special deposit account shall be credited with the sums 
made available by appropriations authorized in this Act and with ell receipts of 
the Bureau without the covering of such receipts into the Treasury. The balance 
in the special deposit account shall be available for making disbursements author- 
ized on behalf of the fund in accordance with the Act of December 29, 1941 (55 
Stat. 875), as amended, through the disbursing facilities of the Treasury Depart- 
ment. 

Src. 3. The unexpended balances of all appropriations made to the Bureau for 
the fiseai years 1950 and 1951 shall lapse on June 80, 1951, and shall be transferred 
immediately to the surplus fund of the Treasury. 

Sec. 4. The Secretary shall prepare and submit an annual business-type budget 
program for the Bureau. 

Sec. 5. There shall be installed and maintained in the Bureau an integrated 
system of accounting, including proper features of internal control, which will 
(a) assure adequate control over all assets and liabilities of the fund; (b) develop 
accurate direct and indirect costs of production of the Bureau for making recov- 
eries of such costs on the basis of work requisitioned; (c) make provision for re- 
placement of capitalized equipment and other fixed assets through the maintenance 
of adequate depreciation reserves based on original cost or on appraised values 
as authorized in section 2 (a) (2); (d) afford full disclosure with respect to the 
financial condition and operations of the fund according to the accrual method 
of accounting; and (e) supply on the basis of accounting results the data for the 
annual budget of the Bureau with respect to the last completed fiscal vear. The 
system of accounting shail conform to principles and standards prescribed by the 
Comptroller General of the United States to accomplish the purposes of this sec- 
tion, and shall be subject to such review by the Comptroller General as may be 
necessary to assure its conformance with the principles and standards prescribed 
and its effectiveness in operation. 

Sec. 6. The financis] transactions, accounts, and reports of the fund shall be 
audited on an annual basis by the General Accounting Office and a copy of each 
report on audit shall be furnished promptly to the President, the Congress, and 
the Secretary. 

Sec. 7. Any power or authority conferred upon the Secretary by this Act may 
be delegated by him to any officer or employee of the Treasury Department. 

Sec. 8. (a) Section 1 of the Act entitled “‘An Act making appropriations for 
sundry civil expenses of the Government for the fiscal year ending June thirtieth, 
eighteen hundred and ninety-eight, and for other purposes,’ approved June 4, 
1897, is amended by striking out the first proviso contained in the third paragraph 
under the caption ‘““Engraving and Printing” (30 Stat. 18; 31 U.S. C. 178). 

(b) Section 1 of the Act entitled ‘“‘An Act making appropriations for sundry 
civil expenses of the Government for the fiscal year ending June thirtieth, eighteen 
hundred and eighty-seven, and for other purposes,”’ approved August 4, 1886, is 
amended by striking out the proviso contained in the third paragraph under the 
caption ‘Engraving and Printing’’ (24 Stat. 227; 31 U.S. C. 176). 

(ce) In the case of all other laws or parts of laws inconsistent with the provisions 
of this Act, the provisions of this Act shall govern. 

(d) This Act shall take effect on July 1, 1951. 

Approved August 4, 1950. 


Senator Haypen. I cannot see a bit of difference in_ principle 
between the revolving fund of the Government Printing Office and 
this one. 

Senator Kitcore. We are gradually getting down to the pay-as-you- 
go system, in which appropriations go to the agency actually using 
them, which reimburses certain other agencies for their services. So, 
eventually, what appears to be an appropriation is just a cash advance 
for operational purposes, as is done in all corporations. I think it is a 
good business practice. 
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In other words, ‘you ask for $3,800,000. You go ahead and print 
postage stamps, revenue stamps, liquor stamps, bonds, discharges, and 
other things. When you get through, you figure out how much they 
cost you. You bill the respective agencies for that cost. . That is 
then reimbursed to you upon an experience basis, rather than upon an 
estimate; is that right? 

Mr. Hatt. That is correct. 

Senator Kincore. The reason for asking for this money to operate 
on is so that instead of using an estimate, you can use an actual- 
experience basis on actual cost rather than just an estimate? 

Mr. Hatt. It requires a certain amount of time at the close of a 
month to prepare the cost figures, render the bills, send them through 
the mails, and get the checks back. 

Senator Kitgore. When you get your checks back, where do they 

0? 

Mr. Hatt. Into the Treasury, to our account. 

Senatot Kircorr. Which is subject to the next year’s appropriation? 

Mr. Hatt. It is subject to withdrawal for future expenditures. 


NEW SYSTEM OF FINANCING OPERATION STARTS JULY 1 


Senator Krircors. When does this system start? 

Mr. Hatt. July 1, 1951. 

Senator Kiigore. So, for the first time in history, the next appro- 
priation is on that basis? 

Mr. Hau. That is correct. 

Senator Kricorr. You had no past experience, except purely 
estimates? 

Mr. Hau. That is correct. 

Senator Kiircorr. You operate now and it is still on an estimated 
basis? 

Mr. Haut. That is correct. 

Senator Ecron. If I understand Mr. Hall correctly, what really 
happens is your $3,800,000 is a revolving fund to take care of your 
current expenses. Then there is an estimate of $31,036,485 that will 
be transferred to you from other agencies when you do the work. 
So, in reality you will have at your disposal when you get on this basis 
to spend, and will spend on your budget estimate of $34,000,000, 
except it will be $3,800,000 less? 

Mr. Hauu. If we had cash enough, we would not use any of the 
$3,800,000. 

Senator Ecron. What I am getting at is the amount that the 
agency has at its disposal, that is, what it pays for. I realize it is 
self-operating or self-liquidating. I mean, in reality you will have 
$31,036,000 transferred to you from other agencies that we have 
already appropriated, or will appropriate an additional amount to the 
other agencies to pay for your services? 

Mr. Hay. We cannot say definitely that the $31,000,000 will be 
transferred to us. That figure represents the estimated cost of work 
to be produced for the various issuing agencies, but the work must 
first be produced and delivered. 

Senator Ecron. This is the budget the President sent up. 

Mr. Hau. There may be a change in the quantity of some of the 
items, previously estimated to be required by the agency. 
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Senator Kiucore. Suppose you get that $31,000,000 credit and you 
get the reimbursement for the $3,800,000. Do you spend that without 
an authorization? 

Mr. Hatu. We cannot spend the $3,800,000. That has to be kept 
intact. 

Senator Kiirgore. Can you spend the $31,000,000? 


GOODS MUST BE DELIVERED TO AGENCIES HAVING APPROPRIATIONS TO 
PAY 


Mr. Hau. Only if we deliver the goods to the agencies that have 
money appropriated to cover cost of the work. 

Senator Kitgore. In other words, you must deliver the merchan- 
dise? 

Mr. Haut. That is correct. 

Senator Kircore. To them, before you can spend the money 

Mr. Hauu. We have to spend the $31,000,000 before we can “collect 
it. 

Senator Ecron. The authorization is contained in the appropriation 
to the other agencies? 

Mr. Hatt. That is right. 

Senator Krtgore. You must consign to them discharge certificates, 
bonds, or postage stamps equivalent in cost of production to the 
amount you have on hand before you can charge that off? 

Mr. Hauu. We will not get the money from them until we deliver 
the goods and bill them. 

Senator Kincors When you deliver you can charge off a certain 
amount as having been spent, but you cannot charge it off until then? 

Mr Haut It will have been spent for personal services and supplies. 

Senator Kingcorr You cannot get completely relieved of your lia- 
bility for $31,000,000 until you have completed the job and have 
gotten their money? 

Mr Haru We must produce $31,000,000 worth of products before 
we can collect $31,000,000 

Senator HaypEN We appropriate so much money to the Geological 
Survey for printing and binding ‘They are going to print so many 
maps We authorize them to do that When the printing is done, 
they can pay for it. In the meantime, the printer that does the w ork 
has to be paid. 

Mr. Hauu. He has to have cash to meet his payroll. 

Senator Ecron. You print all of those maps? 

Mr. Hatt. No. We do not print maps. 

Senator Haypen. I was referring to the Government Printing Office. 
They have a revolving fund. 

Senator Ecron. Do you print the stamps that the National Park 
Service uses, the duck stamps? 

Mr. Hau. We print the duck stamps. 

You are speaking of the national park commemorative stamps? 

Senator Ecron. No, the stickers the Park Service uses. 

Mr. Hauu. No; we do not print those. 

Senator Kitcore. I have a statement showing cash receipts, dis- 
bursements, and balances for July and August, fiscal year 1952 based 
on an appropriation of $3,000, 000. That “shows an appropriation to 
the working capital fund for $3,000,000, accounts receivable out- 
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standing June 30, 1951, $900,000; collections for United States cur- 
rency, $670,000; and that makes a total of $4,570,000. You have 

disbursements, July payrolls (2), $1,800,000. Materials, $800,000, 
which means you have to buy the paper, the ink, and the other ma- 
terials to make your plates; and the Guard Force, Bureau of Stand- 
ards, $450,000, or $3,050,000, which leaves a cash balance of $1,520,000. 

Mr. Haut. That is beginning August 1. 

Senator Kincore. You have collections for United States currency 
delivered of $1,340,000. Collections for one-half all other work de- 
livered in July, $625,000. 

You have an August payroll totaling rin in the amount of 
$2,700,000; you have materials, $600,000, or $6,350,000 as against 
$6,535,000 for receipts in July. So you lave a deficit of $185,000 
unless you get your appropriation? 

Mr. Haut. That is not a deficit. It represents the estimated cash 
on hand on September 1, 1951. 

Senator Kirgore. That is an estimate? 

Mr. Hatu. Yes. 

Senator Kitecore. I will insert this table in the record. 

(The table referred to is as follows: ) 


Statement showing cash receipts, disbursements, and balances for July and August, 
fiscal year 1952 based on an appropriation of $3,000,000 


Receipts ee: Cash balance 
July: 
Appropriation to working capital fund | $3, 000, 000 
Accounts receivable outstanding June 30, 1951 200, 000 
Collections for United States currency delivered during | | 
period July 1-15, 1951 : 670, 000 
July payrolls (2) $1, 800, 000 | 
Materials (includes $200,000 accounts payable outstand- | 
ing Tune 30, 1951) 800, 000 | 
Guard force, Bureau of Standards, ete 450, 000 
Subtotal 4, 570, 000 3, 050, 000 $1, 520, 009 
August | 
Collections for United States currency delivered during 
period July 16 te August 15, 1951 1, 34€, COO 
Collections for one-half all other work delivered in July .__| 625, 000 en eth e 
August payrolls (3) 2, 700, 000 
Materials ; 600, 000 
Total- si | 6, 535, 000 6, 350, 009 185, 000 


DEVISING OF BUDGETING AND ACCOUNTING SYSTEM 


Senator Haypen. Who devised this? 

Mr. Hatt. It is the result of a survey. Mr. Cake can give a good 
picture of it. 7 

Senator Haypen. Please explain how we came into this system? 

Mr. Cake. About a year and a half ago, the Bureau of the Budget 
and the Treasury Department considered whether the Bureau of 
Engraving and Printing, being entirely a business-type activity like 
a manufacturing plant, could be more effectively managed, from a 
financing, budgeting, and accounting standpoint, if it were done in 
the same way that a business operation is handled. 

As a result, there were some studies made and a proposal submitted 
to the Congress for legislation, mentioned by the chairman as Public 
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Law 656, which laid down the principles and methods of financing 
this operation. Ever since July 1 of this present fiscal year we have 
been engaged with the General Accounting Office in installing a 
shonguaiey reliable accounting system with a properly designed sys- 
tem for determing costs of produe ts that would be the basis for putting 
the new legislation into effect this coming July 1 

Senator Hay DEN. In one sense it looks like you are superimposing 
that and it is going to cost more money. On the other hand, do you 
think the operation will, in the end, save money for the taxpayers? 

Mr. Cake. Senator Hayden, I can only express my own opinion 
because of my knowledge and contact with the new system. Ido not 
think it will cost more money. I mean the accounting system and the 
method of operating it. There will be a much better system of 
accounting and budgeting and information for Congress through the 
new system than in the past. 

I have he ard Senator Kilgore refer to one of the benefits of good 
accounting, in a previous he: ‘aring with regard to the Bureau of Ac- 
counts. He pointed out in that hearing that good accounting is not a 
matter of just saving money by having efficient accounting and 
operating procedures, but also in giving management the benefit of 
the kind of information that it needs in running operations in a busi- 
nesslike manner. 

Senator Haypen. I was curious to know whether, when you got 
through, from the taxpayers’ point of view, it is going to cost more or 
less money to operate the Bureau of Engravi ing and Printing? 

Mr. Cake. I do not think it will cost more. I think there are good 
chances it will cost less. 

Senator Haypen. I agree with you, if you have a proper system of 
accounting and if you know what is going on from day to day, you 
are bound to be able to keep better track of the operation. It seems 
to me this was a wise move. 

Senator Ecron. Was this a part of the Hoover recommendations 
for the performance budget? 

Mr. Cake. It was not part of the recommendations specifically. 
The objectives of the Hoover Commission were no different as far as 
accounting results are concerned than what we are ae to do 
under the joint accounting program of the Comptroller General, 
Secretary of the Treasury, and Budget Director. The Hoover Com- 
mission made general recommendations that the Government should 
have better accounting, more businesslike accounting, and that 
accounting should develop the real costs and expenses of running the 
various activities of the Government—in order that the Congress 
and management in the various Federal agencies would have the same 
type of good, reliable, financial results that are so necessary in carry- 
ing on private business. 

Senator Haypen. You have been working on this about 1 year, 
In your opinion, has the House allowed e ‘nough money to do a good job 
next year? 

Mr. Caxr. I should like to make a statement regarding the appro- 
priation, that might help to clarify the matter. 

The capitalization of the Bureau of Engraving and Printing fund, 
as provided for in Public Law 656, is based on the premise of making 
available all existing assets—other than land and buildings—offset 
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by existing liabilities, and making an appropriation in the way of 
providing cash which will be needed to carry on the work of the 
Bureau without interruption. 

As is the case in financing any business enterprise, it is necessary to 
determine, as nearly as practicable, what the normal requirement is 
for w orking capital. The amount of cash is one element of working 

capital here. The other elements are accounts receivable, inven- 
tories, and current liabilities. Hence, the appropriation of $3,800,000 
requested by the Bureau is one element of the working capital needed 
by the Bureau to carry on its business from day to day. As the 
money is disbursed in payment of current bills, it will be replaced 
when cash collections can be made for the work which the Bureau 
does. 

The estimate of $3,800,000 was carefully made by the Bureau of 
Engraving and Printing in light of its past experience, as to the amount 
of cash it needs to temporarily finance payments it must make until 
the money can be recovered through collections from annual appro- 
priations of the agencies which receive the Bureau’s products and 
services, 


CONCURRENCE OF GENERAL ACCOUNTING OFFICE 


Senator Haypren. Did the General Accounting Office concur in 
this statement you are making? 

Mr. Cake. I am prepared to say the General Accounting Office 
will support completely what is being said. 

Senator HaypEN. It seems to me, so far as the taxpayer is con- 
cerned, whether you have a revolving fund that is of one size or of 
another size, if it is sufficient in size to provide that element of the 
working capital necessary that the business may run smoothly, you 
do not have any delay in paying your bills, so the size of it is not of 
any vital importance. You can make it too big if you want to. 
If it is larger than is needed, you cannot use it. If it is not big enough, 
and you cannot meet your payrolls, and you have to stand people off, 
that is not good. If you are buying supplies, and you do not pay your 
bills, the next time the man bids, he is going to bid higher on account 
of that delay. 

Mr. Hatu. We may lose the discount. 

Senator Haypen. Any good businessman takes advantage of any 
possible discount. You have to have cash on the barrel head. 

Mr. Caxe. Since the Congress is maintaining its control over ex- 
penditures through the annual appropriations which it is making to 
the agencies which use the Bureau’s products, I do not think by 
reducing this appropriation that there would actually be one penny 
saved in actual expenditures. The Bureau of Engraving and Printing 
can only spend the money that it recovers for the work it does from 
these other annual appropriations. The Bureau is prohibited by law, 
in my opinion, from making any expenditures out of its own fund, 
which would result in incurring a deficiency of any consequence in 
that fund. I think that if the ‘Bureau did incur a defici nency of any 
consequence in its fund, it would be a violation of law analogous to 
exceeding an appropriation—that is, incurring a deficiency in an 
appropriation. 

Senator Haypen. How did the House justify this $800,000 cut? 
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Mr. Cake. I could not answer that. 

Mr. Hauu. They drew off some figures. They made a report on it. 

Senator Haypen. What I am trying to get at is that you can say 
to the Department of Interior “You can have so much money this 
year for printing and binding.” ‘That is all that they will have. If 
you cut that amount, you have saved some mone y. If you give less 
money this year than last year, you have saved some money. 

But, to the extent in the appropriation they ask work to be done 
by the Government Printing Office and be reimbursed for it, there 
is no saving. 

Senator Ecron. That is true. In the long run it is as broad as it 
is long. It is just a question of whether it would look any better. 
We want you to have what you need, but we do not like to make an 
authorization for $300,000 more than you would necessarily need. 

Mr. Hau. When the draft of the law was prepared, the sum of 
$5,000,000 was set as the limit. We did not know at the time the 
draft was being prepared whether we needed $5,000,000 or not. We 
now feel that we do not have to go that high, that $3,800,000 would 
be enough, which shows we are trying to keep it as low as we can. 

Senator Ecron. You are to be commended for that. 

Mr. Hauu. We could have asked for $5,000,000 under the law. 

Mr. Cake. On that point, next fise aly year is the first year of opera- 
tion, and experience will have a lot to do with determining whether 
$3, 800,000 is necessary. All the Congress is doing here is authori izing a 
continuing investment in a partic cular operation or activity which 
must be sustained at the same level unless capital is withdrawn or 
additional capital supplied through appropriations. Congress each 
year will have full information presented to it on the situation. The 
Appropriation Committees, in their wisdom, if they think there is too 
much capital, can withdraw capital or adjust the capital structure. 
The financial situation is completely going to be laid on the table each 
year for Congress to appraise. 

Senator Haypen. You know that the men who are employed have 
to be paid. They will have three paydays or two paydays in one 
month. You have to have the cash on hand to meet the payroll. 
That being the case, you should have slack enough to be sure of always 
having the money on hand and nobody is deprived of his pay. You 
know that you have to pay for supplies and paper. If you have the 
cash on hand, you can immediately put it down. Whenever anybody 
sells you anything, he knows that he is going to get his money and you 
are going to get better prices, 

Mr. Cake. I think, Senator Hayden, that is exactly the point. The 
only effect of reducing the level of the appropriation from $3,800,000 
to $3,000,000 would be to run the danger that the Bureau might be 
placed in the position of not being able to meet its payrolls and default- 
ing on the payment of its other current obligations. 

Senator HaypEeNn. The way this is projected it would have a cushion 
of $185,000 in August. 

Mr. Hau. That is, provided the checks come in promptly, 

Senator Haypen. You think that is too narrow a margin? 

Mr. Hatu. Yes, sir. One payroll alone will go way beyond that. 


) 


Senator Ecron. Let us get this justification out of the way here, 
as it relates to the month of August. 
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On this table it shows the receipts and disbursements and balances. 
For the month of August there is a difference, a cushion during that 
month, of $500,000. The August payroll is $2,700,000; materials, 
$600,000. It gives you $3, 300,000 instead of $3,800,000. 

The House has already cut you. We have to make an agreement 
somewhere along the line, a compromise. We are going to have to 
compromise with them. 

I wonder if the $500,000 cushion, making $3,300,000 or approxi- 
mately a little more, might be enough to get along on. 

Senator Haypen. I only see a cushion of $185,000 here. 

Senator Ecron. That is the total for all these months. We are 
talking about August as the normal month. 

Mr. Hau. We carry July into August in that statement. The 
$6,500,000 and the $6,300,000 are the totals of July and August. 

Senator Ectron. Is July considered a normal month? You have 
a carry-over. 

Mr. Hauu. We have no carry-over this time, as far as cash is 
concerned. The cost of all the obligations incurred prior to June 30 
must be turned back to the Treasury. These items will be paid out 
of the capital fund some time after July 1, 1951. 


AMOUNT TO BE RETURNED TO TREASURY 


Senator Haypen. How much are you going to return to the 
Treasury? 

Mr. Derry. About $1,000,000 or $1.5 million. 

Mr. Hati. About $1.5 million. 

Senator HaypEen. One way to cure it is to say that you can have 
this much less.any balance which would otherwise be returned to the 
Treasury. ‘That would mess up your bookkeeping, I suppose? 

Mr. Haut. The law requires that it be returned, Senator. 


QUESTION OF BORROWING FROM AGENCIES 


Senator HaypEen. Suppose you got short, and you knew you had 
some money coming from, say, post office, can you go over and 
borrow something from them to pull you out of the hole? 

Mr. Houtrzciaw. The stamps are collected for on delivery. 

Senator Haypen. You could not say to them, “We have a job of 
yours going on over here, and we have to meet our payroll. Can you 
not give us an advance on the job?”’ You cannot do that? 

Mr. Hawi. I do not know whether their appropriation would 
permit you. 

Senator Haypgen. How about it, Mr. Cake? 

Mr. Cake. Senator, I do not know whether there is authority under 
the appropriation made to the Post Office Department. I do not know 
whether the Post Office Department would have authority to make 
advances or not. The Bureau’s fund was created on the principle of 
collecting promptly on the bills for the services rendered by the Bureau 
to the different agencies. 

Senator HaypeEn. I did not know but what they might make some 
requisition, knowing for certain that you would have to meet a bill, 
that they might give you an advance to help you out. I have known 
of that being done in business. 
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Mr. Hau. It would just make that much more bookkeeping. 

Senator Haypen. It just complicates your bookkeeping. You had 
better have what you need to start with and let Congress determine 
that without having to juggle figures. 

Mr. Hauu. Senator, we are going into something new, and we have 
no precedent to guide us in this matter. At the end of the first year 
when there is a complete record furnished the Congress if the $3,800,000 
is too much it can be reduced. 

Senator Haypren. On the other hand, if it is not enough you will 
have to ask Congress for more money. 

Mr. Haun. Yes. 

Senator HaypEN. Congress, when it passed the act, took the view 
that you can operate under this system up to $5,000,000. 

Mr. Hau. That is right. 

Senator HAYDEN. Anywhere up to $5,000,000 that you need or you 
ought to have. 

Senator Ecron. I agree, Senator, but I want to ask Mr. Hall this 
question. For the month of July, for instance, I realize there will 
be carry-over at the end of the fiscal year, starting the new one, of 
accounts outstanding and payable. Well, for July you have $200,000 
listed as accounts payable and outstanding as of June 30. That is 
what I was trying to get at a while ago. Is that a normal amount of 
outstanding and payable from month to month? If it is, should you 
not show that, too, in July down here, or in August, in order to justify 
your request a little more? That is what I am getting at. 

Mr. Cake. Senator Ecton, the Bureau starts with a certain amount 
of assets and liabilities it takes over on July 1, 1951. One of the 
assets is “accounts receivable” which represent funds the same as the 
amount of cash which Congress will give the Bureau in this appro- 
priation. After that the Bureau will have a certain roll-over and all 
cash collections plus the appropriation are the things it will have to 
consider in July from this point forward. Billings and collections for 
new work done get into July, August, and succeeding months plus 
the collections on the original mvestment of accounts receivable taken 
over on July 1. 

Senator Ecron. Would you not have that the next month in the 
same way? 

Mr. Cake. The accounts receivable for new work, until collected, 
will not finance the payrolls. In other words, the Bureau may have 
accounts receivable on the books, but it must consider this amount 
as the amount to be received in cash during the current or next month. 
Assets such as accounts receivable have to be converted into cash. 

Senator Ecron. To those of us who are not accustomed to ac- 
counting systems if you look at this it looks as if of course you might 
need $200,000 more in July, but when you get down here into August 
you need $200,000 less. It is just a bookkeeping proposition that 
lay people probably would not understand from looking at it, and I 
think it should be explained. 

Mr. Cake. I think it is probably a matter of the wording in the 
table. It is not the accounts receivable themselves, Senator, that 
are pertinent here. It is really the collections that will be made on 
those accounts receivable that represent the $900,000 in the table. 

Mr. Hau. That is correct. 
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' Mr. Caxe. In other words, if the table had said collections on 
accounts receivable taken over July 1 would be $900,000 it would have 
been clearer. It is really the collections they are talking about, the 
cash coming in. The table is a cash statement. 

Senator Ecron. Page 218 was what I was referring to of your 
justifications. I believe if you put in the record an explanation of 
those balances down there at the bottom, what they represent, I think 
that probably would clear the whole thing up. 

Mr. Cake. That could be cleared up satisfactorily in the record, 
I believe. 

(The information is as follows:) 

The statement shown on pages 217 and 218 of the justification was prepared 
to indicate the estimated expenditures and collections during the first 2 months 
of operation in the fiscal year 1952 in order to arrive at the Bureau’s minimum 
cash requirements for the revolving fund. 

The ending balances for the month of August as reflected on the bottom of page 
218 were determined as follows: 

The amount of $1,395,000 shown in column 1 of the statement represents the 
estimated expenditures in excess of receipts from July 1, 1951, to August 15, 1951. 
The $2,105,000 (column 2) is the anticipated cash expenditures from August 16-31, 
1951. Therefore, the total of these two amounts or $3,500,000 (column 3) 
represents the excess of expenditures over receipts for the months of July and 
August 1951 and is the minimum cash the Bureau will require to cover normal 
operations during the months of July and August 1951. The cash receipts of 
$1,295,000 (column 4), representing collections received during the period August 
16-31, 1951, were not used to offset this excess of expenditures over receipts 
inasmuch as it is assumed that the collections would not be received until after the 
expenditures have been made for the period. The $2,205,000 (column 5) repre- 
sents the expenditures in excess of receipts as of August 31, 1951. 

In addition to the minimum cash requirements of $3,500,000 as shown in 
column 3, provisions were made for an additional amount of $300,000, to provide 
the necessary flexibility required in manufacturing operations which would result 
in the Bureau being able to maintain an adequate cash position at all times. 


Senator Haypen. Are there any further questions? 
DEVELOPMENT OF NEW COLOR PRESS 


Senator Ecron. One other question, Senator. On page 217, 
“National Bureau of Standards, $15,000.” What item is_ that, 
Mr. Hall? 

Mr. Haut. We are authorized to spend with the Bureau of Stand- 
ards up to that amount for researches and advice and assistance on 
various projects that we have in the Bureau. 

Senator Ecron. The House hearings, page 267—I know you are 
familiar with it because you are quoted here—it relates to the con- 
struction of a pilot rotary intaglio printing press to make multi- 
colored stamps. I am interested to know what the advantage would 
be in having multicolored stamps. 

Mr. Hau. Are you a philatelist, Senator? 

Senator Ecron. No; I am not. 

Mr. Hau. Well, we are printing multicolored stamps for the Post 
Office Department now; the $1, $2, and $5 stamps are in two colors, 
but they are very costly under the method we employ. We are 
trying to develop a press that will replace the present ones that are 
badly worn with a press that will do better work at faster speed and 
at the same time make it possible, whenever we are requested to do 
so, to print a stamp with two colors if the Post Office Department 
wishes to have a two-color stamp. 
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Senator Ecron. When I first noticed this I thought possibly it was 
to cut down forgeries and those kind of things. 

Mr. Hatt. No; there is no relationship to forgery, 

Senator Ecron. I do not want to be petty about the thing, but I 
just wondered if a multicolored stamp was worth the expenditure and 
the research on it. 

Mr. Hari. Well. countries all over the world print Stamps of multi- 
color. We are the only country, outside of the high denominations, 
that does not issue commemorative stamps of multicolor. There has 
been great demand for multicolored Stamps and the Bureau has been 
criticized by taxpayers, for example, for not being equipped to print 
multicolor stamps. We are designing this Press not solely for printing 
multicolored Stamps, but to replace worn-out presses, 

Senator Ecton. You can print any kind? 

Mr. Haut. That is correct. Precanceling will be done on this press, 
and it will be done faster and cheaper. Possibly it may work out, 
when we get down to the bottom of things that Wwe ean print multi- 
color as cheap as one color. Mr. Holtzclaw has been closely associated 
with this project. Tt started about 3 years ago, and he has been work- 
ing with the designers and engineers and can give you a better descrip- 
tion of what the Press can or will do when it is Perfected, 

Mr. Hourzcraw. There is nothing that I can add to what Mr. Hall 
has said, Senator, except that multicolor printing is an incidental 
aspect associated with the design of the press. The new design is 
being accomplished in order to replace presses that are in pretty 
poor condition after 40 years of use. We are trying to modernize 
the production of the postage stamp printing presses, to improve 
working conditions, increase efficiency and productive output and 
quality, Along with that we hope that the press will print a multi- 
color stamp in addition. 

Senator Egron, In other words, you are going to have to replace 
and improve your presses anyway, and as long as you are it would 
be just as well to have a press that would print all kinds, multiple 
colors included, if you wish? 

Mr. Hoxrrzciaw. That is right. Replacement of these presses has 
been long delayed because of lack of qualified personnel to design 
new presses. 

Senator Ecron, ] think that is important because from what testi- 
mony I have seen on this in the House | think you should justify a 
little more or make it clearer so there would be no question about it, 

Mr. Hourzcraw. Senator, I think the reason there was emphasis 
on multicolor stamps during our hearings before the House committee 
was because Congressman Canfield seemed to be interested in that 
phase of postage stamps production. 

Senator Ecron, | think you Say here, in their report, Mr. Holtz- 
claw, “Along that line we have tried to find y ays for the development 
of a press which would not significantly increase the cost of postage 
Stamps, but at the same time give us the benefit of multicolor.” It 
reads as though it might increase the cost quite a little. I do not 
think that is what you intended to convey, 

Mr. Hourzciaw. We did not want to be too optimistic, Senator, 
by Stating that two colors could be printed as cheaply as one. 

Senator Ecron. How long have you been working on it? 

Mr. Haun. About 3 years now, 
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Mr. Hottrzctaw. We have given consideration to it for 10 years, 
but because of the shortage of qualified personnel active work was 
not begun until approximately 3 years ago. That project is being 
undertaken along with many others, we are not devoting full time to 
that. 

Senator Ecron. You own your own printing presses now; that is, 
they are not leased from any outfit? 

Mr. Hau. No: they are not leased. 

Senator Ecron. Some of the other agencies lease their mechanical 
equipment. 

Mr. Hauu. These are all owned. 

Senator Ecron. Is there any commercial company that makes these 
presses that would be satisfactory? 

Mr. Hourzcitaw. No, sir; there is not. 

Senator Ecron. Are the tuberculosis stamps not two-color? 

Mr. Hatu. We do not print those. 

Senator Ecron. Are they not multicolor? 

Mr. Hourzctaw. They are printed by an entirely different process, 
either printed typographically or lithographically. The standard of 
the impressions is markedly inferior to that of postage stamps. If 
we were to use that process for postage stamps they could be readily 
counterfeited. 

Senator Haypren. Any other questions? Thank you very much, 
gentlemen. 


Mr. Hatz. Thank you. 
OFFICE OF THE SECRETARY 


STATEMENTS OF WILLIAM W. PARSONS, ADMINISTRATIVE 
ASSISTANT SECRETARY; JAMES H. HARD, DIRECTOR OF PER- 
SONNEL; AND MISS JANE CULLEN, ORGANIZATION AND 
METHODS EXAMINER 

JUSTIFICATION 


Senator Haypren. At this time we have the Office of the Secretary 
of the Treasury. 

We will insert the justification in the record at this point. 

(The justification follows:) 


Standard classification schedule 


Increase or 
decrease Decrease 


Amount 1952 esti- | (—) billcom- 


Standard classification naan nee m aed t ,| mate com- | pared with 
" a 7 eal 'Y | pared with | 1952 esti- 
7 1951 esti- | mate 
mate 
Personal services. .- $2, 333, 787 | $2,374, 434 | $2,095, 434 +$40, 647 — $279, 000 
Travel 25, 000 25, 000 20, 000 |. —5, 000 
Transportation of things 100 | 100 100 |_. ine on 
Communications 69, 900 | 69, 900 69, 900 = Xe ate E 
Rents and utility services 45, 650 45, 630 45, 630 ‘ i Ljeweetased 
Printing and reproduction 51, 500 51, 500 51, 500 “ ve 
Other contractual services 12, 100 | 12, 106 12, 100 |_..- (eaten 
Services performed by other agencies - - 51, 500 53, 255 | 53, 255 +1, 755 | -- 
Supplies and materials - - 52,345 49, 781 49, 781 —2, 564 
Equipment ; ‘ | 2, 300 | 2, 300 2, 300 | ‘ } 
Total appropriation or estimate__..._| 1 2,644,162 | 2,684,000 | 2,400,000 | +39,838 | —284, 000 


1 Net of transfers of certain functions to General Services Administration and comparative transfers. 
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OFFICE OF SECRETARY OF THE TREASURY 
SALARIES AND EXPENSES, OFFICE OF SECRETARY OF THE TREASURY 


(Estimate 1952, $2,684,000; 1951 act, $2,847,500, represents a consolidation of 
five separate appropriations less sec. 1214 reductions) 


(House hearings, p. 364) 
(Bill p. 2, line 1) 
AMENDMENT REQUESTED 


Page 2, line 6, strike out $2,400,000” and insert in lieu thereof ‘‘$2,684,000”, 
the estimate. 
HOUSE ACTION 


The bill (H. R. 3282) as passed by the House, appropriates $2,400,000, which 
is $284,000 less than the amount requested for this purpose. 

The subcommittee of the House, after consideration of this item, recommended 
an appropriation of $2,648,000 which is $36,000 less than the estimate submitted. 
Referring to the reduction in the budget estimate, the committee indicated in the 
report that it believed this amount could be absorbed in an appropriation of this 
size. 

JUSTIFICATION 


The estimate for the fiscal year 1952 for the appropriation “Salaries and ex- 
penses, Office of Secretary of the Treasury”’ includes funds not only for the opera- 
tion of the staff offices of the Secretary but also for the maintenance and operation 
of the Treasury Building and Annex, central administrative services for the de- 
partmental headquarters, and an employees’ health program for the employees 
in those bureaus in Washington, D. C., which do not have such services. 

The workload of the organization units within the Office of the Secretary—which 
includes the offices of the Under Secretary, Assistant Secretaries, Fiscal Assistant 
Secretary, Administrative Assistant Secretary, Office of General Counsel, Tax 
Advisory Staff, Budget Office, Personnel Office, and Office of Administrative 
Services—has been increasing daily due to the additional responsibilities of the 
Secretary in the financial and taxation fields. It is anticipated that this workload 
will be further increased during the forthcoming fiscal vear as a result of the 
expanded activities of the Secretary in connection with the development of 
programs to provide the additional revenue required to meet the Government’s 
expenditures. This increase in workload affects all of the staff units and also the 
cost of providing the necessary services for their operation. However, no addi- 
tional funds were requested in the estimate for 1952 for additional personnel or 
the added costs of the miscellaneous operating expenses. The additional funds 
that were requested represented the amounts required for the payment of salaries 
for the extra day which occurs in that fiscal vear and for the partial cost of the 
within-grade salary advancements authorized by law. 


EFFECT OF INCREASED COSTS AND HOUSE REDUCTION 


The basic costs of the service facilities provided by the Office of the Secretary 
have increased greatly since the preparation of the budget, and the amounts 
estimated for these services are far below the actual costs at current price levels. 
For example, the cost of electrical current was raised as of March 1, 1951, by 
approximately 9 percent; paper stock and printing costs are constantly increasing 
due to added labor costs, ete.; and, in addition, information has been received that 
the cost of the telephone services provided for departmental headquarters by this 
office may be increased by from 10 to 15 percent before the beginning of the next 
fiscal year. In view of these added costs, it would not be possible to apply any 
of the recommended reduction in this appropriation to the funds allocated for 
the service operations which this office provides. Consequently, if the reduction 
approved by the House is not restored by the Senate, it will be necessary to 
decrease the average number cf employees in the Office of the Secretary by 
approximately 68 man-years. Such a reduction in the personnel assigned to the 
organizational units within the Office of the Secretary would seriously handicap 
the Secretary in successfully carrying out his responsibilities, since it would 
result in the elimination of a number of the specially trained and experienced 
key personnel who assist him in connection with the formulation of tax and 
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fiscal policies, the management of the public debt, and over-all direction and 
administration of the Treasury Department. Therefore, it is requested that 
favorable consideration be given to the restoration of $284,000 reduction made 
by the House of Representatives in the estimate for this appropriation. 


Analysts of appropriation base for fiscal year 1952 


Regular appropriations, 1951 act: 
Salaries, Office of Secretary of the Treasury (less sec. 1214 


reduction) . $935, 000 
Salaries, Office of General Counsel (less sec. 1214 reduction) - -__ 339, 000 
Health service programs, Treasury Department -_ - = 80, 000 
Salaries, Office of Administrative Services . 1, 185, 000 
Miscellaneous expenses, Treasury Department 308, 500 

Total appropriations, 1951 . 2, 847, 500 

Reductions: 
General administrative services $31, 664 
Operation and maintenance of Treasury buildings_____ 145, 738 
Emergency first-aid services 28, 500 

Total reductions 205, 902 

Adjustment in base (net) 205, 902 
Appropriation base for 1952 2, 641, 598 
Appropriation estimate for 1952 2, 684, 000 

Increase over appropriation base for 1952 42, 402 

Decrease from total appropriation, 1951 163, 500 


Comparison of appropriation base with appropriation estimate for 1952 





Appropriation Appropriation 
. . ' Yecrease 
base for 1952 estimate for 1952 Decrease 
Activity — — ” _ ee - ones oe 
A verage Average Average 
posi- Amount posi- Amount posi- Amount 
tions tions tions 
1. Executive direction 161.0 | $935, 000 161.0 | $948, 034 $13, 034 
2. Administration and coordination of legal | 
services “ 67. 2 339, 000 67.2 346, 000 7,000 
3. General administrative services 135.3 679, 678 135.3 695, 934 16, 256 
4. Operation and maintenance of Treasury | 
buildings 187.2 | 636,420 187.2 | . 640, 4, 357 
5. Emergency first-aid bs 51, 500 53, 255 = | 1, 755 
Increase over appropriation base 7 550.7 |2, 641, 598 550.7 (2, 684, 000 42, 402 
Adjustment in base (net) 417.0 205, 902 —47.0 | —205, 902 
Total, appropriation 1951 and appropria- 
tion estimate for 1952 597.7 |2, 847, 500 550. 7 


2, 684,000 | —47.0 | —163, 500 


GENERAL STATEMENT 


The Office of the Seeretary of the Treasury is responsible for the over-all direc- 
tion and administration of the Treasury Department. This responsibility in- 
cludes the formulation of tax and fiscal policies, the management of the public 
debt, the collection of revenue, the printing of currency, the manufacture of coins, 
and the central management of the Department. In addition, the Office of the 
Secretary provides legal services and facilities, central administrative services 
buildings operation and maintenance programs, and an employees’ health program 
for those organizations within the Department which do not have such services. 


LANGUAGE CHANGES 


The proposed language for the appropriation ‘‘Salaries and expenses, office of 


Secretary of the Treasury’’ established a new appropriation which represents a 
consolidation of five separate appropriations formerly provided for the operations 
of the organizational units within the Office of the Secretary. The special provi- 
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sions formerly carried in the language of these separate appropriations are in- 
cluded in the language for the new appropriation. 

EXPLANATION OF ESTIMATES BY ACTIVITY 
1. Executive direction (increase $13,034) 

The functions of this activity are to assist the Secretary of the Treasury in con- 
nection with his responsibilities for the over-all management and executive direc- 
tion of the Treasury Department. These responsibilities relate to the formula- 
tion of tax and fiscal policies, the management of the public debt, and the central 
management of the Department, which includes the personnel program, the budget 
program, and general administration of the Department. The personnel assigned 
to this activity includes the following officials and their clerical and staff assistants; 
The Seeretary, Under Secretary, Assistant Secretaries, Fiscal Assistant Secretary, 
Administrative Assistant Secretary, Tax Advisory Staff, Director of Personnel, 
Budget Officer, and other special assistants. 

The only increases being requested for this activity are for the partis ul cost of 
within-grade sflary advancements authorized by law $9,500, and 1 day’s pay in 
excess Of the 52 week base $3,534. 


», Administration and coordination of legal services (increase, $7,000 
This activity embraces the functions of the general counsel and his immediate 
staff, who make up the Office of the General Counsel. The general counsel, as 


the Department’s chief law officer, is responsible for the administration and 
coordination of all legal services within the Department. The Office of the 
General Counsel performs the legal work connected with the broad financial and 
economic programs that are carried on at the departmental level, is responsible 
for handling all legislative matters in which the Department is interested, pro- 
vides legal facilities and services for those bureaus and offices of the Department 
which do not maintain legal staffs, performs a variety of legal duties which do not 
come within the operations of any single bureau or office, and supervises and 
coordinates the legal acvivities in those bureaus which maintain separate legal 
staffs. 

The budget program for this activity for the fiseal year 1952 is substantially 
the same as for the fiscal year 1951, the only increases requested representing the 
cost of within-grade salary advancements authorized by law in the amount of 
$5,600 and pay in excess of the 52-week base in the amount of $1,400. 





38. General administrative services (increase, $16,256 

This activity includes those functions relating to the performance of general 
administrative services for the staff offices of the Office of the Secretary and 
handling the control and assignment of space occupied by Treasury organizations 
in the District of Columbia and in the field. These functions are performed in the 
Office of Administrative Services and include the following: Furnishing certain 
Treasury bureaus and offices with central services such as accounting, secretarial, 
mailing, filing, duplicating, payrolls, messengers, communication services, Man- 
agement of the Department’s records disposal program, coordination of the print- 
ing program on a Department-wide basis; preparation of rental contracts; promul- 
gation of departmental orders, circulars, and documents; and management of 

he leasing, assigning, and utilization of Federal and some commercial space, 
occupied by Treasury offices in Washington and throughout the field. 

[t is anticipated that the workload of this activity will increase during the latter 
part of the current fiscal year and the fiscal year 1952 to provide the additional 
administrative services required incident to any added responsibilities of the 
Secretary in connection with the present emergency sit tation. However, the only 
increases being requested for the operation of this activity during the fiscal vear 
1952 are the following: (1) Funds for within-grade salary advancement author- 
ized by law in the amount of $14,261; and (2) 1 day’s pay in excess of the 52-week 
base in the fiscal year 1952, $1,995, 





Operation and maintenance of Treasury b dings (increase, $4,357) 


This activity covers the operation and maintenance of the main Treasury 
buildings and annex thereof located in the District of Columbia, comprising a total 
area of approximately 960,529 square feet of inside closed space. This activity 
also covers the maintenance of approximately 1,173,619 square ‘feet of ground 
and parking areas adjacent to the buildings. 

During the fiscal vear 1951 responsibility for the operation and maintenance 
of the Auditor’s and Liberty Loan Buildings was transferred to the jurisdiction 
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of the General Services Administration under the provisions of Reorganization 
Plan No. 18 of 1950. The total of obligations transferred to the General Services 
Administration in the fiscal year 1951 covered the salaries of 47 employees at 
a cost of $125,213, and miscellaneous expenses in the amount of $20,525. The 
obligations for this activity have been reduced accordingly for the fiscal years 
1951 and 1952. 

The personnel assigned to this activity may be classified generally into two 
groups, hamely, the maintenance force and the mechanical force. 

The increase in base represents (1) funds for the partial cost of within-grade 
salary advancements authorized by law in the amount of $2,131; and (2) 1 day’s 
pay in excess of the 52 weeks base $2,226. 


5. Emergency first-aid services (increase, $1,755) 


During the fiscal year 1950 the Treasury Department operated only three 
health units in the three largest concentrations of employees, namely, the main 
Treasury Building, the Bureau of Internal Revenue, and the Bureau of Engrav- 
ing and Printing. Employees in buildings adjacent to these three units were 
given emergency aid from these units. Public Law 656, Eighty-first Congress, 
approved August 4, 1950, authorized the Bureau of Engraving and Printing to 
operate on a reimbursable basis beginning July 1, 1951, and makes it necessary 
to effect a readjustment of the Treasury Department’s health program. Be- 
ginning July 1, 1951, the Bureau will assume full responsibility for its own health 
unit, and employees located in buildings adjacent to the Bureau must be serviced 
by the Treasury Department Health Service. Therefore, it was decided to 
reopen and have in full operation before July 1, 1951, health units in the Liberty 
Loan Building and the Bureau of Engraving and Printing Annex, in which 
employees of the various organizational units of the Treasury are housed. These 
units were reopened during the current fiscal year by the employment of three 
additional nurses which was accomplished by not filling the vacancy created by 
the transfer of one doctor from the Treasury Department health units. 

An appropriation of $80,000 was provided for the health service programs in 
the fiscal year 1951. It is estimated that $28,500 of this amount will be paid 
from ‘Bureau of Engraving and Printing fund”’ in the fiscal year 1952. This 
transfer establishes an appropriation base of $51,500 for this activity for the 
fiscal year 1952. This cost of within-grade salary advancements authorized by 
law and pay in excess of the 52-week base will increase the cost of operating the 
four health units with the present staff during the fiscal year 1952 to $53,255. 

The $53,255 requested for this activity in the fiscal year 1952 will provide 
emergency first-aid services for approximately 11,000 employees at an average 
cost of $4.84 an employee. 


FepERAL Tort Cuarims, TREASURY DEPARTMENT 


Standard classification schedule 


Increase (+) 


Appropria- Appropria- or 
tion | tion decrease (—), 
estimate, | estimate, 1952 estimate 


1951 | 1952 over 1951 
| estimate 


Refunds, awards, and indemnities - - ‘ oe $30, 000 $30, 000 


Total appropriation or estimate sa neni 30, 000 | 30,000 |....-_.- 


Analysis of appropriation base for fiscal year 1952 


Regular appropriation, 1951 act uA $30, 000 
Supplemental appropriation for 1951_- , pit re 

Total appropriation, 1951 . 30,000 
Appropriation base for 1952 7 . 80,000 
Appropriation estimate for 1952 _. 30,000 


Increase over appropriation base for 1952__- : gis be eet b ae ences 
Increase or decrease from total appropriation, 1951_.......-...-------------- 
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Comparison of appropriation base with appropriation estimate for 1952 


/ ) yriati ase | i 1 esti- 
Appropriation base | Appropriation esti Increase or decrease 


Activity for 1952 mate for 1952 
Average Average ‘ A verage 
positions Amount positions Amount positions Amount 
1. Payment of tort claims $30, 000 $30, 000 


GENERAL STATEMENT 


The purpose of this appropriation is to provide necessary funds to settle any 
claims against the United States resulting from wrongful or negligent action of 
Treasury employees in accordance with the provisions of 28 United States Code 
2672, which reads in relevant part as follows: 

‘The head of each Federal agency, or his designee for the purpose, acting on 
behalf of the United States, may consider, ascertain, adjust, determine, and 
settle any claim for money damages of $1,000 or less against the United States for 
injury or loss of property or personal injury or death caused by the negligent or 
wrongful act or omission of any employee of the Government while acting within 
the scope of his office or employment, under circumstances where the United 
States, if a private person, would be liable to the claimant in accordance with the 
law of the place where the act or omission occurred.” 

* ** s * x * * 

“Any award made pursuant to this section, and any award, compromise, or 
settlement made by the Attorney General pursuant to section 2678 of this title, 
shall be paid by the head of the Federal agency concerned out of such agency’s 
appropriations therefor, which appropriations are hereby authorized.”’ 


LANGUAGE CHANGBES 


The language has been changed to exclude payments from this appropriation 
of claims arising against the Bureau of Engraving and Printing since that Bureau 
will be on a reimbursable basis in the fiseal year 1952 


DETAILED JUSTIFICATION 


The 1952 estimates are in the same amount as the estimated amount in 1951. 
The Treasury Department, in carrying out its responsibilities, including law 
enforcement, operates a large number of motor-propelled passenger-carrying 
vehicles throughout the continental United States. In addition, the Coast Guard 
maintains stations throughout the continental United States and operates 
numerous motor-propelled passenger-carrying vehicles, motortrucks, aircraft, and 
all types of boats. ‘The buildings within the control of the Department are open 
to the general public at all times. 

During the fiscal year 1950, the Treasury Department approved for payment 
136 claims in the total amount of $25,312.22. 

As of December 1, 1950, 35 claims totaling $3,362.16 have been approved for 
payment. At that time there were pending 25 claims totaling approximately 
$2,838.34, as well as 26 lawsuits representing a total potential liability of approxi- 
mately $1,099,095.50. In the event the lawsuits are compromised by the Attorney 
General, the amount of the compromise must, under section 2672, be paid from 
the departmental appropriation for the settlement of claims. In the absence of 
exact methods of predicting the probable liability, the request for 1952 is being 
submitted in the same amount as the estimated cost in 1951, 

Senator Hayprn. The estimate for 1952 was $2,684,000, and the 
House allowed $2,400,000, a reduction of $284,000. Of this $284,000 
reduction, $36,000 was made by the House committee and $248,000 
by floor amendment. 

Do you have a prepared statement, Mr. Parsons? 

Mr. Parsons. Yes, sir. 

Senator Haypren. Could we have that inserted in the record and 
have you high light it? 
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_Mr. Parsons. It is reasonably brief, sir, and, if I might, I would 
like to read it. 
Senator Haypen. Go right ahead. 


GENERAL STATEMENT 


Mr. Parsons. Mr. Chairman and members of the committee, the 
appropriation estimate for salaries and expenses, Office of Secretary of 
the Treasury for the fiscal vear 1952, includes the requirements for 
the administrative offices of the Secretary and represents a consolida- 
tion of the following appropriations: 

Salaries, Office of Secretary of the Treasury. 
Health service programs, Treasury Department. 
Salaries, Office of General Counsel. 

Salaries, Office of Administrative Services. 

5 Miscellaneous expenses, Treasury Department. 

These smaller appropriations provided funds for the operations of 
the staff units within the Office of the Secretary and are being com- 
bined in the interest of simplification of appropriation structure and 
internal administrative management. 

The total amount appropriated under the separate appropriation 
titles for the current fiscal year, after taking into consideration the 
reductions made pursuant to the provisions of section 1214 of the 
General Appropriation Act, 1951, was $2,847,500. However, the 
following other reductions in the basic amount required for these 
activities will be made effective July 1, 1951: 

1. Transfer to General Services Administration, for the operation 
and maintenance of the Liberty Loan and Auditors Building, $145,738. 

2. Transfer to Bureau of Engraving and Printing of the responsi- 
bility for the operation of its emergency health service unit, $28,500. 

3. Transfer to Bureau of Customs of certain printing and reproduc- 
tion costs, $28,500. 

4. Transfer to Office of the Treasurer of the United States of re- 
lated truck operating expenses, $600. 

5. Elimination of surcharges by General Services Administration, 
$2,564. 

Total reductions, $205,902. 

This reduction of $205,902 results in a new basic requirement under 
the consolidated appropriation for the fiscal year 1952 in the amount 
of $2,641,598. The amount requested under the new appropriation 
title, Salaries and expenses, Office of Secretary of the Treasury for 
the fiscal year 1952, is $2,684,000, or an increase of $42,402 over the 
base. This increase covers the partial cost of within-grade salary 
advancements authorized by law and pay for the extra workday which 
will occur in the fiscal year 1952. 

The amount recommended for this appropriation by the House 
Committee on Appropriations was $2,648,000, a reduction of $36,000. 
Action taken by the House of Representatives provided an appro- 
priation of $2,400,000, which results in a total reduction of $284,000 
over the budget estimate. As the estimate represents the minimum 
amount required for the operations of this office, it is requested that 
consideration be given by your committee to the restoration of the 
reduction made by the House of Representatives. 
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While the operations of the administrative offices of the Secretary 
will be substantially the same in 1952, the workload has been increas- 
ing daily because of the added responsibilities of the Secretary in the 
fields of taxation and financial planning and execution. In addition 
the basic costs of the supplies and materials, utilities, communication, 
printing, and other service facilities which are provided for the 
departmental headquarters by. this office have increased greatly. As 
a matter of fact, the increase in such costs since the preparation of 
the estimates would necessitate a reduction in the amount and type 
of service that could be provided within the limits of the funds ear- 
marked for such expenditures. Some of the service facilities which 
have increased in cost are electrical current by approximately 9 percent 
effective March 1, 1951, paper stock and printing, and tele ‘phone 
service which may be increased by as much as 10 or 15 percent prior 
to the beginning of the next fiscal year. In view of these unantici- 
pated additional costs, it would not be possible to apply any of the 
proposed reduction to the funds requested for the operation and main- 
tenance of the Treasury Building and Annex or for the central admin- 
istrative services, such as communications, printing, ete. Con- 
sequently, if the reduction is not restored, it will be necessary to reduce 
the personnel by approximately 68 average positions in order to 
operate within the amount recommended by the House of Represen- 
tatives. Such a reduction would mean the termination of the services 
of a number of specially trained and experienced key employees 
required to assist the Secretary and his staff assistants in carrying out 
their responsibilities. 


ORGANIZATIONAL UNITS, OFFICE OF THE SECRETARY 


The organizational units within the Office of the Secretary are the 
immediate office of the Secretary, which includes the staffs of the 
Under Secretary, Assistant Secretaries, and other special assistants; 
the Tax Advisory Staff; the Office of the General Counsel; and the 
Office of the Administrative Services. These units are now operating 
with minimum staffs and many of these employees are required to 
perform overtime work in order to meet the demands placed on the 
Secretary. The particular functions of these units are outlined in the 
justification which was attached to the estimate, but I will be glad 
to furnish any additional information you may need in connection 
with the committee’s consideration of our request for the restoration 
of the reduction made in this appropriation by the House of Repre- 
sentatives. 

Senator Haypen. Well, the basis of the cuts made on the floor of 
the House was that you could operate with less than this number of 
people as efficiently as ever. 

Mr. Parsons. Senator, I would like to respond to that this way, by 
saying that this group of offices has, I believe, done more than its share 
of trying to meet the problem of carrying out the responsibilities of 
Government with as few people as possible. When Secretary Snyder 
took over in 1946 the offices included now in this estimate and with the 
same functions being carried on, employed in excess of 750 people. 
Today the employment in the same offices and as provided in this 
estimate that we submitted is 551. This represents a reduction of 
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over 200 people that has been made in this small group of offices. The 
Secretary, as you know, from time has indicated how important it is 
that he run his office with a minimum staff, and he has carried that out 
by the type of reduction that he has been able to accomplish during the 
period he has been Secretary. 

Senator Haypgen. If my recollection serves me well it is this very 
staff that has looked into the economies that have been brought out 
by the Department? 

Mr. Parsons. That is one of the major responsibilities of one or two 
of the groups in this staff here, such as Colonel Johnson’s group and 
others. One of the major functions of this group is the problem of 
working on the entire Department’s management improvement, 
obtaining further economies, and so on. ' 

Senator Haypren. To me it seems as though you might compare 
to the Army, you can lose a private but when you cut the ‘Drains of the 
outfit, the business brains of this outfit, if you get it down below a 
reasonable amount you are going to lose more by the failure to observe 
what is going on in the Department? 

Mr. Parsons. That is our feeling. We believe we would reach the 
point where in the long run it would cost more than you might save 

Senator Ecron. I think it would be very helpful, Mr. Parsons, if 
you could give us a breakdown on the personnel in these five depart- 
ments for the last 5 years. 

Mr. Parsons. I have a list which shows in summary the number 
of employees paid from each appropriation. You might see if this 
would give you the information you would be interested in having. 
It shows what is happening, and then the bottom line is the com- 
parable figure. That may be a little too complex for what you had 
in mind. 

Senator Ecron. I was only interested in the personnel for these five. 

Mr. Parsons. That is all that table shows. 

Senator Ecron. Then that is what we want. 

Mr. Parsons. That is exactly what that table is, and it may serve 
the purpose you have in mind. 

Senator Ecron. It would help anyway. 

Mr. Parsons. I will be glad to expand on that if you need further 
information. 

Senator Haypen. It will be inserted in the record. 

(The information is as follows:) 
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Man-years of employment in Office of Secretary of the Treasury, fiscal years 1945 


through 1952 


{Includes Office of the Secretary, Personnel Office, Tax Advisory Staff, Office of General Counsel, Tax 
Legislative Counsel, and Office of Administrative Services 


of Treasury Buildings] 


Appropriation 


Salaries and expenses, Office 
of Secretary 


Salaries, Office of Secretary 


Salaries, Division of Per 


sonnel. 
Tax 


Salaries, Division of 


Research, 


Salaries, Office of General 
Counsel. 


Salaries, Office of Tax Leg- 
islative Counsel. 
of 


Salaries, Office 


Clerk. 


Chief | 


1945 


Salaries, Office of Superin- | ‘ 


intendent of Treasury 


Buildings. 


Salaries, Office of Adminis- | 


trative Services. 


Details to above offices.- 


Total on duty 
Add functions transferred 
to these offices: 

(1) Printing function 
transferred from 
Bureau of Federal 
Supply in 1950. 

(2) Budget staff in 1947 

Deduct: 

(1) Operation and main- 
tenance of 2 build- 
ings; function 
transferred to 
GSA in 1951. 

(2) Foreign funds pro- 
gram completed 
in 1948. 

(3) War Claims Act of 
1928 project com- 
pleted in 1949, 


Total_. 


81916—51 


1946 | 1947 


+10. 0/+10 


—47 


—70. 


0} —47 


. 3) 758.4) 740.2 


1948 


1949 


411.0 


55. 6 


615. 0 


formerly Chief Clerk and Superintendent 


Esti 
mated 
1952 


Esti 
mated 
1951 


“1050 


551.0 


393. 5 


627.0) 551.0) 551.0 


580.0) 551.0) 551. 0) 


New 
1952 

Combined 

and 
Office of Sec 
1952 

Combined with sala- 
ries, Office of Seere- 
tary in 1950. 

Combined with 
ries, Office of Secre- 
tary in 1951. 

Combined with sala- 
ries and expenses, 
Office of Secretary in 
1952. 

Combined with sala- 
ries, Office of General 
Counsel in 1948 

Combined with sala- 
ries, Office of Admin- 
istrative Services in 
1949 

Combined with sala- 
ries, Office of Ad- 
ministrative Services 
in 1949. 

(a) 7 positions (print- 
ing) transferred from 
Federal Supply - in 
1950, (6) 47 positions 
transferred to GSA 
in 1951, (c) combined 
with salaries and ex- 
penses, Office of Sec- 
retary of Treasury in 


1952, 


appropriation in 


with sala- 
expenses, 
retary in 


rie 
1¢s 


sala- 
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MERGING OF FUNCTIONS 


Senator Haypen. In this merging of functions, you had five differ- 
ent appropriations before, and now you are going to merge them into 
one? 

Mr. Parsons. That is right. 

Senator Haypen. Is that going to result in any increase in efficiency 
of operations in the office, or w vill you have to still maintain those 
distinctions? 

Mr. Parsons. The actual organization units will still be the same; 
we will still have the health service, we will still have the General 
Counsel’s office. The only place where you will realize any potential 
saving will be in the single appropriation instead of five, which is a 
very minor part of the cost of carrying on this work. It is more for 
simplification of the appropriation structure than anything else. 

Senator Ecron. Then you will be able to use them in any one of 
these categories? 

Mr. Parsons. It gives the Secretary much more leeway in handling 
these programs. If “he gets pressure on one program and decides he 
can meet that better by letting up some place else, it will be easier 
for him to do that. 

Senator Haypen. Well, now, if this cut is made how will you dis- 
tribute it? In other words, if you just stand pat on the House figures? 

Mr. Parsons. We would have to find the places where the least 
damage would be done. 


PERSONNEL SITUATION 


Senator HaypEeN. Do you have any vacancies now? 

Mr. Parsons. At the present moment our employment is 559. 
The average position figure is 551, so we are about eight people 
over now. 

Senator Ecron. One more question. I presume I should know 
this, but I do not. How does it happen that there is a health-service 
program operated under the Treasury Department when they have 
a whole Health Department that is supposed to look after that? 
Does this health-service program apply primarily to the employees 
of the Treasury Department? 

Mr. Parsons. This is for the employees of the Treasury Depart- 
ment. We contract with the Public Health Service, and the nurses 
and the doctors are Public Health Service employees. We contract 
with them for that service. 

Senator Ecron. So that they are actually under the Health Depart- 
ment, but working for you, and you reimburse them? 

Mr. Parsons. That is right. 

Senator Ecron. So there is not a duplication in the two health 
services? 

Mr. Parsons. None whatsoever. These Public Health people 
provide this service for us on a contract basis. 

Senator Haypen. Are there any further questions? Thank you 
very much. 
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OBLIGATIONS AND APPROPRIATIONS, 1951 


Senator Haypgen. I shall insert in the record a table showing obli- 


gations for 9 months as against appropriations for the full fiscal year. 
(The table follows.) 


Appropriations and obligations, fiscal year 1951, as of Mar. 31, 1981 


Obligations for 
Amount ap- operating ap- 
propriated to propriations 
date for fisea] from July 1 
year 1951! through Mar. 

31, 1951 


Office of the Secretary, salaries 
Damage claims 
Health service programs 
Office of General Counsel, salaries 
Office of Administrative Services, salaries 
Miscellaneous expenses 
Bureau of Accounts, salaries and expenses 
Division of Disbursement, salaries and expenses - 
Government losses in shipment 
Bureau of the Public Debt, administering the public debt 
Office of the Treasurer, salaries and expenses 
Contingent expenses, public moneys 
Bureau of Customs, salaries and expenses 
Bureau of Internal Revenue, salaries and expenses 
Additional income tax on railroads in Alaska 
Bureau of Narcotics, salaries and expenses 
Bureau of Engraving and Printing, salaries and expenses 
Distinctive paper for United States currency - 
Secret Service Division, salaries and expenses 
White House Police, salaries and expenses 
Guard force, salaries and expenses 
Bureau of the Mint, salaries and expenses -- - 3, 800, 000 2, 960, 755 
Coast Guard, operating expenses 154, 600, 000 104, 001, 075 
Acquisition, construction, and improvements.. -- ‘ - 24, 900, 000 17, 386, 236 
Retired pay. Shade a ectalad eles ieetieabiuiba 15, 575, 000 11, 303, 335 


5, 000 $699, 569 

30, O00 26, 201 
OM) 80, 000 
84, O00 247, 345 
5, 500 835, 067 

2453, 000 202,116 
}, CCO , 499, 039 

50, 000 , 407, 335 
, O00 ,YLs 

), OOO 3 , O78 
75, OOO & 0, 609 
5, 000 115 
25, 000 27, 409, 000 
20, COO , 570, 493 
, 000 7, 124 

, 000 , O84, 426 
35, 000 3, 451, 671 
000 . O85, 768 

, 700 1, 670, 823 
522, 000 328, 736 
669, 241 427, 192 


1 Exclusive of reductions of $1,730,500 required under sec. 1214 of the General Appropriation Act, 1951. 

? Reflects transfer of $89,500 to General Services Administration under Reorganization Plan No. 18 of 1950. 

? Reflects transfer of $15,500 to General Services Aeministration under Reorganization Plan No. 18 of 1950. 

4 Reflects transfer of $3,734,000 to Post Office Department under provisions of Treasury Department Ap- 
propriation Act, 1951. 


5 Reflects transfer of $28,759 to General Services Administration under Reorganization Plan No. 18 of 1950. 
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AVERAGE Positions, 1950, 1951 aNp 1952 (EsTIMATED) 


Senator HaypEn. There has been supplied for the record a table 
giving comparative figures on average positions for the fiscal years 
1950, 1951, and 1952. 

(The table is as follows:) 


Average positions under appropriated funds, fiscal years 1950, 1951, and 1952 (actual 
and estimated) 

















| Estimated average | 1952, in- 
Actual | positions crease 
average ee sh, A 
| positions, crease 
1950 . } ws ove 
| 1951 | 1952 1951 
Office of the Secretary; salaries and expenses. ae 620.5 | 597.7 | 550.7 | —47 
Bureau of Accounts (salaries and expenses): | | | | 
Bureau of Accounts. ..............- Ahietin tehsiadh aoe 236. 0 231.0 231.0 —0 
Division of Disbursement ____ s 3, 195.3 | 3, 097.0 3, 267.0 +170 
Bureau of the Public Debt: Administering the public | | | 
debt -_ _-- suceantie } 5, 745.0 | 5, 355.0 | 5, 429. 4 +7 
Office of the Treasurer, sal: aries and. expe nses____- | 1, 386.0 | 1, 426. 0 1, 421.0 —5 
Bureau of Customs, salaries and expenses ‘ | 7, 839.3 | 8,011.9 8, 284. 0 +272 
Bureau of Internal Revenue, salaries and expenses -| §4,411.2 | 66,971.3 | 59,455.5 +2, 484 
Bureau of Narcotics, salaries and expenses. -- hee 282. 2 | 291.0 | 335. 0 +44 
Bureau of Engraving and Printing: | | 
Salaries and expenses - 3, 866. 0 | es 
Distinctive ps sper for United States currenc ic os | Ret. Set oe oe 
Secret Service Division (salaries and expenses): 
Secret Service Division..._..~_~_- ; sft 347.0 +49 
White House Police._.............- : | 103. 0 +36 
Guard Force -- ‘ _ 215.0 —79 
Bureau of the Mint, salaries and expenses. - ; er 841.0 +60 
U. 8. Coast Guard: | : 
Oper: ae Gees. <5... eaten a } 2, 969. 0 +49 
Acquisition, construction, and improvements. sisal 62.0 —64 
ea etabiniin alba I silanes +23 
AE GAs ME 5 oe ckcceccceeniccnns ® 82, 142. 5 85, 4 84, 14. 8 | —1, 080. 5 
Military: 
Operating expenses, Coast Guard cbsranive tile ckcawee \\ ee 26, 317.0 28, 217.0 +1, 900 
Reserve training, Coast Guard______._.____._______-- : 44.0 | 96. 0 +52 
CS ee des net aera soceencosenses] 0B,315.0 | 26, 361.0 | —28,313.0 +1, 952 
Total Treasury Department -.-.-...................- | 105, 457.5 “Vi, 456. 3 “112, 327. 8 | +871.5 


1 Estimated average positions for 1952 are 6,204 to be paid from Bureau of Engraving and Printing Fund 
(revolving fund). 


Senator Haypen. The committee will recess subject to the call of 
the Chair. 

(Whereupon, at 4 p. m., Thursday, April 26, 1951, the hearing was 
recessed, to reconvene at 2:30 p. m., Monday, April 30, 1951.) 








